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PREFACE TO THE FOURTH EDITION 

Since the third edition of this book was 
published, the movement has come under the 
scrutiny of a number of Commissions and Com¬ 
mittees, and it has fallen to my lot to examine 
the reports and to incorporate in this edition 
Avhatever seemed of permanent value within the 
scope of the work. 1 have tried to insert in their 
proper place the relevant passages from the 
Heport of the Royal Commissions on Agriculture 
and Labour, the Reports of the Madras and 
Burma Committees and those of the Central and 
Provincial Banking Enquiry Committees. It 
has not been found necessary to omit anything 
of importance on the giound that it was wrong 
or obsolete Almost everything written on Co¬ 
operation in the various reports referred to corro¬ 
borates the views expressed in this book , simi 
larly nothing in any High Court Judgment 
which has come under notice has led me to alter 
the relevant passage in this work. 

All Registrars of Provinces have kindly assis¬ 
ted me in the preparation of this edition by 
sending copies of their latest rules and by referr 
ing me to judgments of the Courts , to one and 
all I wish to offer my most grateful thanks for 
their courtesy and kindness in aiding me to make 
this book as complete and up to date as possible. 
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Without their willing help T should not have- 
been able to make it as leliable as I tiiist it will 
be found 

The annual reports for the years following the 
issue of the third edition contain little of any 
outstanding novelty , good teaching of moimbeis 
and good audit of societicE aio lecogniscd as the 
mam duties of the staffs. Caieful preparation 
befoio iGgistiation is everywhere insisted on, and 
those who aie busy in building up the movement 
take little heed of those critics who ask why 
progress is slow and whether it will have 
brought about the millennium within ten years 

As in the other editions, I luive tried to place 
before the rcadei the practice and the views of 
authorities without intruding my own The 
degree of common agreement is so gient that it 
is not nccesaiy to be controversial Ihit I have 
allowed one exception m discussing the, to me, 
amazing oidei piolnbitmg primaiy credit 
societies fioni fieely using their reserves in then- 
own business How’ any body, except the financ¬ 
ing bank, can gain from such an ordei is beyond 
the powoi ot man to piove 

While mcoi-poiating so uiiu-h new matter T 
have tued to keep the size of the book tlowu by 
omitting unim|)ortunt portions , altiiougli I 
asked tieclv fot bUggc.stions for omissions, I 
received none, and 1 tear that the mirnbor of 
pages glows with age. 
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As before, the book bears no official authority 
whatever. The preparation of this edition has- 
been a heavy task amidst other important duties 
and I can only trust that it may piove of use to 
all workers in the co-operative field in India and 
Burma. 

I should like to take this opportunity to thank 
all who have contributed to gain for this book 
such success as it has achieved since it was first 
published. 

Lahore, H CALVERT 

April, 3id, 1933 



PREFACE TO THE FIFTH EDITION 

The fourth edition of this book was publish¬ 
ed in 1933. Since then levolutionaiy changes 
have taken place in India. The country was 
partitioned and Pakistan was born. India attain¬ 
ed independence. The objective of her econo¬ 
mic policy is the achievement of a socialist 
pattern of society. The charactei of her econo¬ 
mic progress with its emphasis on social change 
affords ample scope for the organisation of 
co-operative activity. The building up of a co¬ 
operative sector as part of the scheme of planned 
develop;nent is, theiefore, one of the principal 
aims of her national policy. 

The State Governments with the assistance 
of the Government of India and the Reseiwe 
Bank of India are now engaged in reorganising 
and revitalising their co operative institutions 
and in extending the range of their activities 
so that it may be possible to evolve a system 
of co-operative community organisation which 
will touch upon all aspects of life In this 
period of transition it would be a great calamity 
it co-operators lose sight of the fundamental 
principles of co-operation or of the implications 
of Act II of 1912 which even now remains the 
basic co-operative law of the country. 

For the success of the plans for the reorga- 
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nisation of the co-operative movement it is of 
utmost importance tliat the Co-operative De¬ 
partments and all co-opeiative organisations 
should be manned by peisons who have faith 
in the piinciples of co-operation and have the 
practical competence to translate them into 
action and are above all responsive to the needs 
of the rural pojiulation. As early as in 1952 
the Resolve Bank of India formulated a com¬ 
prehensive scheme for co-opcrative training and 
organised two types ot eouises at the Poona 
Coopeiative Training College It was realised 
by the Bank that “theie was great need and 
considerable scope for extending such facilities 
to different parts ot India and for diversifying 
the levels and courses of training ’ In Novem¬ 
ber 1953 the Reserve Bank jointly with the 
Goveinment of India constituted the Central 
Committee tor Co-operative Training ‘ for for¬ 
mulating plans and foi organising and direc¬ 
ting arrangements in legard to the training of 
personnel employed or to be employed in the 
Co operative Departments and institutions m 
the several States’ It is estimated that over 
25,000 persons will be required for manning the 
Co operative Departments and co opeiative in¬ 
stitutions during the period of Second Five 
Year Plan The Reserve Bank has undertaken 
to arrange for the training of the higher and 
intermediate co operative personnel while the 
Governmeni of India in conjunction with the 



state Governments are responsible for the train¬ 
ing of the subordinate personnel Tlie AH India 
Co-operative Union has been entrusted with 
the work of co-operative education of the non¬ 
official co-operative personnel. Many Indian 
Universities have organised post-graduate cour¬ 
ses in Rural Economics and Co-operation for 
advanced students wlio may find employment 
in the higher grades of the Co-operative Depart¬ 
ments or be absorbed in the Xational Extcn 
sion Service. 

M]‘ Calvert is one of that illustrious band of 
Registrars of Co-operative Societies who built 
up the co-operative movement in the T'ndivided 
Punjab on sound foundations. His book has 
won well deserved recognition as a co-operative 
classic. His e:tposition of the basic principles 
ot co-operation and his comments on the pro¬ 
visions of Act II of 1912 are of inestimable 
value even to-day. 

The publishers have rendered a great public 
service by bringing out the fifth edition of this 
standard work. As Mr Calvert is now living 
in retirement in the United Kingdom, the task 
ot editing the book and of bringing it iipto 
date has fallen on me. As an old co operator I 
consider it a great privilege to be associated 
with this vfork. While the text has been 
altered as little as possible additional informa- 
lion about latest developments in theory and 
practice, comparative notes on the different 
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state Acts and recent reported judicial decisions 
liave been incorporated in the footnotes. In the 
Appendices have been included notes on the 
Model Co-operative Societies Bill 1957, a chapter 
on the Role of Co-operation in the Second live 
Year Plan and the texts of the different State Acts 
with their latest amendments 

B B Mckrerjee 

Patna (Bihar) 

April 1959. 
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INTRODUCTION 

In their Report on Co=operaiion in India, Sir Edward 
Maclagan's Committee note that most of the faults found in 
societies are due to the iacfc of teaching of true co-operative 
principles and that the importance of proper teaching can 
scarcely be ejcaggerated. They dealt with some of these 
principles but made no attempt to write an authoritative 
manual on the subject. Their task was rather to examine 
the higher financial aspects of the movement than to prescribe 
the proper rules to be observed in the everyday business of a 
society- Prior to the drafting of the bill which grew into the 
Cooperative Credit Societies Act of 1904, the Government 
of India made a very lengthy and very thorough examination 
of the whole subject as it was then understood. The difficulties 
of rural finance had repeatedly called for and had secured the 
closest attention as each period of scarcity and distress succeed 
ded another*. Various measures were resorted to until it 
becomes difficult to grasp the full sum of the enormous efforts 
made to cope with the problem Famine Relief, Irrigation 
WorkS/ Railways, acts for the relief of agriculturists, for 
advancing capital and for saving them from expropriation all 
testify to the solicitude of Government. It is not intended to 
enter into any discussion of India s most pressing economic 
problem or of any of the measures adopted to solve it save 
this one of co-operation. The Government of India in intro¬ 
ducing the Act to the country published an unusually clear 
and illuminating resolution but they refrained from any lengthy 
exposition of the new law or of the principles and practices 
which had come under review in the framing of it. Their aim 
was "to lay down merely the general outlines and to leave the 
details to he filled in gradually, on lines which the experience 
of failure or success and the natural development of the 
institutions may indicate as best suited to each part of the 

1 For a review of the whole discussion, the reader cannot do 
better than consult Ray’s AsncuUural Indebtedness. 
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country. So far, therefore, as it dealt with the constitutioir 
of the societies, the provisions of the Act were confined to- 
those general principles which all Co-operative Credit 
Societies must accept as the condition of being permitted to 
enjoy the advantages afforded hy special legislation."* The 
object of this book is to fill in the details and to provide 
material for guidance when new questions come up for 
decision. It seeks to facilitate the teaching on which the 
Committee on Co-operation rightly laid so much stress by 
providing in a handy form, the results of the experience gained 
in many countries, and by gathering together m one volume 
a number of the conclusions to which many works in India 
now subscribe. 

In the first place, it must be understood that the Act repre*' 
sents merely one stage in a lengthy progress As the Royal 
Commission on Agriculture pointed out, various schemes for 
agricultural relief banks, for land improvement banks and for 
land improvement companies, which, in all cases, were to be 
regulated by the ordinary company law, were placed before 
the Famine Commission of 1880 None of them met with the 
approval of the Commission but the idea of an Agricultural 
Bank was revived in 1882 by Sir William Wedderburn. Under 
his proposals there was to be, first, a liquidation of existing 
debts with the assistance of Government and, then, the 
establishment of a bank to take over the claims of Government 
under the liquidation scheme and to make further advances 
to the people. The bank, after taking over Government 
claims, was to be entitled lo recover its dues as land revenue 
on condition that, before recovery, the other methods available 
had been tried. Under this scheme the major portion of the 
funds was to come from Government, Government officials 
would, m fact if not in name, be officials of the bank and 
private enterprise would be almost confined to the manage¬ 
ment of the head office. For these and cognate reasons Sic 


Government of India Resolution 
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William Wedderburn's scheme was not considered suitable,' 
but the essential elements were provided for in the Land 
Improvements <I883> and Agriculturists’ Loans (1884) Acts. 
These enable the cultivator to obtain money at a low rale of 
interest for productive purposes approved by Government. 
Every loan has to be secured by sureties or by a charge upon 
the land. The revenue officials supervise the employment 
of the money; accurate accounts are maintained and punctual 
lity of repayment is insisted upon. The main points of 
difference between this takkavi system and an Agricultural 
Bank are that while in both Government provides the capital* 
and takes the risk of loss, in the former the granting of the 
loans and the account^keeping are in official hands, in the 
latter these functions would be performed by the Bank. In 
both the collection of principal and interest is entrusted to the 
subordinate revenue staff- From the point of view of the 
cultivator there is little difference between borrowing from 
Government and borrowing from an Agricultural Bank. In 
both cases, the borrower has no Interest in the welfare of the 
lending body or in that of his fellow^borrowcrs/ he has no 
participation m the profits and no control over the manage* 
ment.* 


1 For details see Ray’s Agricultural Indebtedness, p. 243, et seq. 
The scheme was held to be finaocially unsound 'no amount of 
support or encouragement from Govcromenl cau render banking 
operations successful, whether in India, or elsewhere, if they are begun 
on an unsound basis, and are not conducted on true commercial 
principles’. Ibid , p 253 An experiment on lines not very dissimilar 
was tried in Bhavnagar State 

2 In Sir W. Wedderbum’s scheme Government was to advance 61- 
lakhs of rupees to liquidate existing debts 

3 The All India Rural Credit Survey Committee have commented 
that ‘in practice, taccavi is apt to be little else than the ill performed 
disbursement of inadequate moneys by an ill-suited agency. It would 
not be far from the truth to say that the record of taccavi is a 
record ot inadequacies' \p ?«2). 'In one Slate the rule is that in case 
of short-term loans the average loan per head should not exceed Rs 15 
and the maximum ^hould not exceed Rs. 25 in any individual case’. 
The Grow More Food Campaign gave a stimulus to taccavi advances 
in recent years. The total amount advanced under the Land Improve¬ 
ment Loans Act of 1883 and the Agricultural Loans Act of 1884- 
together was Rs 921.75 lakhs in 19^-49 as against Rs. 73'40 lakhs in 
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Advocates of Agricultural Banks for small cultivators 
cannot find support in experience.* The Egyptian Bank has 
definitely failed to achieve its object and is steadily d^pindling- 
As the Royal Commission of Agriculture stated, from the 
point of view of providing small cultivators with loans carry* 
ing interest at moderate rates, it has definitely proved itself to 
be a failure- Its history provides a wholesome corrective to 
the views of those who hold that the problems of rural debt 
are to be solved at a stroke by the provision of cheap and 
abundant credit * Agricultural Banks in other countries are, 
to a large extent, machinery for lending Government funds 
to educated farmers. Failures have been many but success is 
also claimed where there is no better machinery available. 
Dawson's Bank in Burma is a Ioint*Stock Mortgage Bank 
which is not co-operative. The special conditions which 
have enabled that bank to attain success probably exist 
nowhere else in India. 

In 1592/ Mr <now Sir F> Nicholson was placed on special 
duty by the Madras Government For the purpose of enquiring 
Into the possibility of introducing a system of agricultural or 
other land banks. His report in two volumes <1895«97> was 
reviewed by the Madras Government in 1899 and came under 
the notice of the Government of India in 1900. About the 
same time Mr. H. Dupernex, I C S., after much study of the 
question began to experiment with village banks in the United 
Provinces and published a little book, "Peoples' Banks for 
Northern India" in 19(X). This came also under the notice 
of the Government of India, and as a result the question of 


1 Mr C F Strickland’s ‘Studies la European Co-operation’ contains 
an excellent account by au expert on the subject. 

2 In the Middle East, Egypt is noteworthy as having developed an 
agncuUural credit inslituiion IBanqne du credit agricole d’ Egypte) com¬ 
bining the advantages of commercial banks and government credit 
corporations But farmers’ own credit co-operalives have also been 
successfully developed on a wide scale attaming a membership of 
over half a million In J948 the co-operatives subscribed capital for a 
co-operative bank but later it was decided to transform the Bauque 
du credit Agncole itself mio a co-operaUve bank by gradual stages 

(Rural Progress through Co operatives—U N. 1954) 
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introducing Co-operative Credit Societies into India was 
considered by a Committee which met in Calcutta in Decem¬ 
ber 1900. This Committee was of opinion that societies on 
Raiffeisen lines might prove suitable- There next appeared 
the Report of the Famine Commission <May 1901> with its 
recommendations in favour of Mutual Credit Associations 
It must be remembered that amongst the members of this 
Commission presided over by Lord MacDonnell, was Sir 
F. A. Nicholson whose reports have been mentioned above. 
The Commission wrote (Section IV) : We attach the highest 
importance to the establishment of some organisation or 
method whereby cultivators may obtain, without paying 
usurious rates of interest, and without being given undue 
facilities for incurring debt, the advances necessary for 
carrying on their business. Agriculture, like other industries, 

is supported on credit.The saufcar or bania has, from 

being a help to agriculture, become in some places, an 
Incubus upon it. The usurious interest that he charges and 
the unfair advantage that he takes of the cultivators' necessi¬ 
ties and ignorance have, over large areas, placed a burden 

of indebtedness on the cultivators which he cannot bear*. 

It should be understood from the outset, and made perfectly 
clear to all concerned, that the establishment of a village 
bank does not imply the creation of an Institution from 
which the villagers may draw money at their discretion 
.It is not intended to frighten the village money-lender 

l Cf. Goveioment o£ India despatch of 1884 (Ray, p. 242). ‘There 
are indications that India suffers from want of loanable capital 
The agriculturist, when to need of money for the most prudent 

E urposes has to pay so dearly for a loan that it absorbs the profit of 
IS business’. This quotation possesses some historical interest. In 1884, 
deposits m all banks in India amonnted to less than 17 crores. m 1508 
(hey exceeded 163 crores. What India suffered from in 1884 was the 
lack of a sound system of rural credit. The principal Joint-Stock 
Banks, registered in India, had less than one crore deposits in 1885 i 
and over 61 crores in 1922. Thereafter came a sharp drop to 44 crores 
m 1923, and the figure for 1929 is under 63 crores. In the ten years 
ending 1930, the deposits m Cooperative Banks have increased from 2 
crores to II, and those in post Office Savings Banks from under 23 
crores to over 37. 
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by permitting a village- bank to enter into competition 
with him over the whole field of his business / still less is 
it the intention to encourage borrowing for unproductive 
purposes. No association, borrowing on the joint responsible 
lity of Its members, would be justified in devoting any of its 
funds to loans for unproductive purposes. It does not 
consequently enter into the scope of a village bank's 
operations to lend for tnariiage festivities or for caste feasts 
or for similar objects. If people wish to borrow money for 
such purposes or for any other purpose unconnected with 
agriculture/ they must still go to the village Saukar or bania. 
The Co*operativ€ Agricultural Bank only aims at freeing the 
great business of the cultivator's life from the terrible 
burden, which now presses on it owing to the usurious 
interest taken for agricultural loans. 

The Commission then proceeded to state the principles 
(Raifeisen) on which they considered these credit assooa.* 
tions should be started. 

The whole question was then referred to a Committee 
which sat at Simla in June and July 1901, and drafted a bill 
and model rules These were circulated for opinion and, 
after much discussion, the Cooperative Credit Societies Act 
of 1904 was passed The new law was introduced and 
explained to the public in a very able resolution by Sir Denzil 
Ibbetson^. The Act was largely framed on the English 
Friendly Societies Act. It was put into practice throughout 
India and came m for a certain amount of criticism, especially 
at a succession of conferences of Registrais. As a result of 


1 Rev and Agr-1-63-3. dated 29th April, 1904 It is particularly 
important to remember that the first Act was passed before there was 
Indian ‘experience to guide the legislature Japan affords a parallel. 
There the modern Co-operative movemcDt is a movement from above 
and not from below The new Co operative Law was not a legislative 
measure in response to an insistent demand from ihe people It was 
a measure imposed on ihe people by a paternal Government, as part of 
an extensive policy by “enlightened autocracy". It was a movement 
encouraged and promoted by State help and by a vigorous campaign of 
propaganda.’ (Ogata The Co operative Movement in Japan, p 84) 
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the experience gained, a new Act, the present Co-operative 
Societies Act of 1912, was passed but the principles of simpli¬ 
city and elasticity were letained. The present Act is thus the 
result of the careful and prolonged consideration of a large 
mass of material. Acts, rules, opmions, etc., and one object 
of this little book is to explain the Act in the light of this 
material and the wide experience now available. The Act 
everywhere followed precedents and nowhere introduced a 
novelty. In some cases, whole sections, in others clauses 
and in others special words have been adopted from 
other Acts. These Acts have been interpreted in various 
courts and the consequent rulings will come up for considera¬ 
tion before our courts m India and will guide them in 
their decisions. We are thus, to a considerable extent, bound 
by rulings recorded before the discussion in India commenced. 
An attempt has been made to explain how these rulings affect 
the Act. The Act left many points for future decision, and it 
is hoped that the material collected will help in the solution of 
many questions that require to be answered. Hitherto both 
Act and rules have dealt with bare necessities, but there are 
many points, not touched on in them, upon which societies 
require advice and-guidance. and It is hoped that some assis¬ 
tance will be forthcoming from the pages that follow. 

The Act had to arrange for the fitting m of co-operative 
principles with the general company law of the land, and to 
the average busy man it is not always easy to distinguish the 
sections embodying co-operative prinaples from those binding 
all associations, moreover the English co-operators have inclu¬ 
ded men who have fought long and earnestly for their rights 
and what they have won after decades of endeavour,- the 
Indian legislature has conceded from the start. Exemption 
from Income-tax is not in England a privilege as suggested in 
this Act but a right won ftxjm the Treasury and acknowledged 
iy Parliament- 

In their introductory resolution the Government of India 
•explained that "Legislation was required to take Co-operative 
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Societies out of the operation of the general law on the 
subject* and to substitute provisions specially' adapted to their 
constitutions and objects. In the second place, it was desira.' 
ble to confer upon them special privileges and facilities, in 
order to encourage their formation and assist their operations i 
and, thirdly, it was necessary to take such precautions as 
might be needed in order to prevent speculations and 
capitalists from availing themselves, under colourable pretexts, 
of privileges which were not intended for them". 

For the provisions of company law, rendered inapplicable 
by section 48, the Act substitutes modifications in sections 3, 
8,9, 10, 11, 12, 13, 15. 16, 17,18,20,23. 24.25, 26, 35, 36,37. 
38, 39, and 42- These all follow closely sections of the 
Indian Companies Act, the Registrar taking the place of the 
Court. Privileges and facilities are conferred by sections. 
19,21,22,23, 27,28, 39,40, and 41, while the precautions are 
embodied in sections 4, 5,6,13, and 14. 

The only provisions in any way special to co operation 
are the insistence on unlimited liability in section 4, and sec' 
tions 14,29,30, 31, 33, and 34. The conservation of co«opcra» 
tive principles, referred to in section 4, is left to the rules and 
by-laws, the former are to be framed by the Local Govern* 
ment and the latter have to be approved by the Registrar be= 
fore registration. 

The first point of importance to be noted about the Act 
is that, like the English Acts, it is a modified code of com* 
pany law and so necessitates the strictest adherence to rules 
and by*laws. The Indian Companies Act of 1913 follows 
very closely the English law and so inherits many judicial rul¬ 
ings from the latter. It is the result of generations of trial 
and IS thus not lightly to be cnticised/ and amendments 
should only be undertaken after a thorough study of the his- 


1 See. for instance, section 4, Indian Companie' Act Before the 
Hcixist of Lends Coimn'iViee en ‘IteltaiftandCTeCns Bi\P, Mr 'WofE 
said there was no reason why Central Banks should not be placed under 
the Companies Act, but Mr Wolff makes no claim to a knowledge of 
company law 
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lory of the sections which it is sought to alter- It must be 
remembered that in most European countries associations 
were prohibited by laws against combination and cons' 
spiracy.‘ In England these were repealed in 1824, but the 
first Friendly Societies Act was passed in 1793- The 
Rochdale Pioneers commenced operations in 1844, while in 
Germany Raiffeisen opened his first bank in 1847=48- The 
principle of voluntary association for lawful objects, once 
conceded, has contributed enormously to the material pro*^ 
sperity and moral elevation of the English working classes, 
while co=operative credit has proved the saviour of agriculture 
on the continent of Europe- The English and Scotch Co^ 
operative Societies are mostly registered under the Industrial 
and Provident Societies Act of 1893, which is the result of 
much experimental legislation commencing from 1852. The 
credit societies <c.g-, in Ireland) are mostly registered under 
the Friendly Societies Act, 1897 <amended in 1801) which 
is the last of a series dating from 1793-* Similarly the existing 
laws of France and Germany arc based on the accumulated 
experience of some seventy years, that of Germany being 
founded very closely on the English Acts and rules. 

The rigid provisions of these various laws at first sight 
may seem to contrast strangely with the simplicity and 
elasticity of the Indian Act. They must be presumed to be 


1 Cf Smith Gordon'Co-operation for Farmers, p. 29. ‘It must not 
be forgotten in this connection that the right of free association which we 
ate apt to regard as the inalienable heritage of the citizen, was only 
granted comparatively recently in most civilised countries’. 

2 Both. Acts were devised mainly to meet the requirements of towns¬ 
people and not of agricultural communities. Great Britain has not yet 
got a Co-operative Societies Act. There was no separate law for Co-opera¬ 
tives till 1947 in Italy and all Co-operative Societies were registered under 
the Commercial Code of 1883 In France the agricultural Co-operative 
Societies are governed 'ay the Ordinance ol October Denmartc 
has no co-operative law but the societies have binding contracts with 
members for the supply of their produce. Heavy penalties are imposed 
for violations of the contract. In Japan there are laws for different 
types of co-operatives c. g. Agncultum Co-operative Association Law 
of 1947, the Co-operative ]^terpn$e Law of 1948 etc. The Co-operative 
laws of Pakistan, Ceylon and Indonesia are based mainly on Act 2 of 
1912. 
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based on knowledge of the people with whom the legislatures 
were dealing and their absence from the latter Act must not 
be construed as reflecting the opinion that they are not necess=' 
ary here. The Government of India has thrown upon Local 
Governments and Registrars the responsibility for insisting 
on the necessary rigidity adapted to suit local conditions. It 
will not be seriously argued that a strictness which seventy or 
eighty years of experience has shown to be necessary tn 
Europe can be lightly dispensed with in India, and it is a 
fundamental error to assume that the simplicity and elasticity 
which characterise the Indian Act give local Governments 
and Registrars a free hand either in the determination or in the 
application of the principles of co-operation- Bombay and 
Burma have in their local Acts introduced more rigidity but 
have not strengtrened the necessity for strict adherence to 
co-operative principles. The laws of co-operation In Europe 
represent many years' culture and growth, India has merely 
imported a selection of plants, it has not introduced a new 
genus '■ There are those who would protest against too much 
strictness and too much rigidity. These overlook the strict¬ 
ness and rigidity of the Agriculturists Loan and Land improve¬ 
ment Acts, of the Indian Companies Act and of the various 


1 It IS India's good fortune lhai it is not necessary for her to hammer 
out new systems, or to put to the lest untried projects, visionary and 
otherwise During the past 50 years experienced men in Europe have 
been at work, testing new schemes, improving old methods, remedying 
defects and strengthening weak points We can profit by their success 
and avoid the mistakes they fell into (Dupernex, pp 111 112) The 
observations of the American Coimnission (Partl.p 9) are particularly 
apposite —“We cannot borrow European co-operative methods indi- 
scrmunatel). nor should we refuse them indiscriminately . it would be 
foolish to say that, no matter how successful-co-operation has been m 
Europe, Americans are so different that it cannot be made to work here 
The only wise method is to take what seems best from Europe, adapt 
It to our conditions and try it out” 

While recommending the starting of an Institute for Co operative 
Research the Co-operative Planning Committee have observed “In India 
we have borrowed co-operative ideas and methods from other countries, 
but there has been tacking a comprehensive study of their applicability 
to the facts of Indian life and of bow they are to be fashioned to meet 
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Banks and Insurance Societies Acts, all dealing with trans® 
actions analogous to those of Cooperative Societies. No® 
thing could be more detrimental to the progress of cooperation 
than the idea that it is compatible with slojipiness. The 
problem to be grappled with is largely that of rural finance 
and sloppy finance is intolerable. Fortunately for India, Sir 
Edward Maclagan's Committee throughout their report, 
continuously insisted on this important aspect of the move® 
ment and it is much to be regretted that, as some recent 
inquiries have shown, their excellent advice on the need for 
sound finance has been neglected. Success in cooperation 
can only be achieved by following ihe principles which have 
made co®operation successful. Membership is not compuU 
sory, and those who do not like the principles should not join 
the societies. It is not part of the duty of cooperators to 
oppose the creation of non-cooperative credit societies, 
whether joInt=stock banks or loan societies, but it is part of 
their duty to keep aloof from them and to refuse them the 
name cooperative. Bengal, for instance, had a number of 
joint-stock money-lending banks known as loan-offices, which 
lent to owners and cultivators, largely on personal security, 
but were not in any way co-operative. It is, perhaps, unneces¬ 
sary to point out that defective Acts and rules inevitably 
afford opportunity for occurrences that lead to their own 
amendment- Alterations of the laws relating to Companies, 
Insurance Societies, etc., in India have been due to a series 
of deplorable incidents which revealed the defects in the 
previous laws In the case of credit societies, the English 
law has generally been moderately strict but the desire to 
reduce to a minimum the legal restrictions on private business 
enterprise has resulted in the continuance of opportunities for 
frauds. The intention of the Government of India in adopting 
the principles of simplicity and elasticity seems not to have 
been that there should be no rules or even no complete body 
of rules but that all rules necessary should be framed by 
Local Governments- The co-operative movement has con- 
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tained many failures, and each in turn preaches the lesson of 
strict adherence to good, sound rules. 

It is of special interest in this connection to note how the 
very wide experience of difTerent provinces is tending to a 
remarkable similarity of rules and by<'laws> Other countries 
supply instances where politicians have sought popularity by 
securing a relaxation of one accepted rule or another, with 
the inevitable result of abuse and failure. American opinion 
seems to be strengthening in favour of the view that the surest 
method of bringing about true co-operation is by outlining m 
full m the law a method of organisation that embodies the 
true principles. 

Before proceeding to the discussion of some of the more 
important aspects of cooperation, it seems necessary to 
remind critics that the Act of 1904 was deliberately limited to 
credit. Sir D. Ibbetson described its object as the encourage¬ 
ment of individual thrift and of mutual cooperation among the 
members with a view to the utilisation of their combined 
credit, by the aid of their intimate knowledge of another's 
needs and capacities, and of the pressure of local public 
opinion. When this Act was drafted there was not available 
(he voluminous literature on all aspects of cooperation which 
has since been published, and the Government of India could 
do no more than prescribe general outlines and leave it to 
selected officials to study the movement m other countries and 
adapt to local conditions the essential principles of successful 
rural banking. In 1901 there was no popular demand for the 
sound control of credit, and the general population had not at 
that time acquired the knowledge of co-operation and develo¬ 
ped the enthusiasm for rural betterment which is now so 
widespread. The Indian Central Banking Enquiry Committee 
<1931> we’-e told <cf. para 148 of their Report) that the general 
impression that co-operative credit alone was the object kept 
in view at the outset by the Impenal legislators is not correct 
and that the restrictive scope of the Act of 1904 was a "slip" 
which was sought to be remedied as quickly as possible, It is 
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a pity that some member of this Committee did not study the 
history of the scheme as embodied in contemporary docu« 
ments.^ 


1 In 1948 C. R. Fay noticed a change of mind among co-operative 
officials m India with regard to village reconstruction. “Formerly they 
believed that the credit bank should come first; now the feeling is that it 
should come afterwards. The three B’s hold, but the order is reversed, 
better living, better farming, belter business. And it may be that the 
successful reversal of the order is destined to be India's distinctive 
contribution to the co-operative idea”. 

(Fay, Co-operation at Home and Abroad, vol II p 29) 
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As there seems to be som e confusion as to what is^jneajit 
by Co=^operation, some space may be devoted to an attempt 
to explain what the term is intended to express. Part, at least, 
of this confusion seems to be due to the fact that in England, 
it was co-operative distribution that first proved successful/ 
while, in other countries, it is agricultural co-operation, and 
more especially credit that has assumed such importance. In 
the attempt to preserve unity of conception, the various defini^ 
tions of co-operation have been kept so vague as to be almost 
completely unmforming- Sociologists have attempted descrip¬ 
tive definitions while legtstators have tried to determine the 
minimum characteristics of a society which must be present if 
the society Is to enjoy the privileges conferred by law. 
Holyoake for instance, defined it as voluntary concert, with 
equitable participation and control among all concerned in 
any enterprise. Holyoake and his contemporaries had their 
attention fixed on the evils resulting from the early and 
rapid rise of capitalism. In those days, the onrush of the in» 
dustrial revolution had necessitated the accumulation of the 
capital of many people in joint-stock enterprise. Liability 
was then still unlimited, and it was but natural that those who 
bore the risk should retain the control and take all the profits. 
The need for restrictive legislation was not sufficiently fore¬ 
seen, and grave abuses arose that aroused bitter feelings in 
the hearts of the workers To them it seems that money was 
all-powerful, and the human element was at its mercy. The 
many preliminary efforts that finally led to the discovery of 
the real co-operative principles were all directed towards the 
ameVioration of t'ne bves oi’ fbe workers under the 'hee'l of 
capitalism. Tims Holyoake's definition repeats the cry of 
men ground down in $)Overty, who thought their way of 
escape lay in securing fair dealing, fair opportunity, freedom 
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to choose their own lives and emancipation from the capitalist 
and the middleman. Since the little store in Toad Lane was 
opened, however, the movement has progressed far, and a 
greater appreciation of all that ca»operation can effect has 
led to a wider conception of its principles The essential 
points will, perhaps, become clear if the different defin tions 
of various writers are set down. Mr Fay,* from the sociaU 
economic standpoint, defines a co»operative society as_an 
association for the purpose of joint trading, originating 
among the weak and conducted always in an unselfish spirit. 
oiTsuch terms that all who are prepared to assume the_duties 
of mem bership may share in its rewards in proportion to the 
degree in which they make use of their association. Another 
writer* says, a Co-operative Society is a union of persons 
established according to principles of equality, the number 
of who se members is not limited, and the purpose of which 
is, b y the joint performance of economic acts, to improve 
the financial position of its members or the conditions under 
which t hey car ry on their profession , by mean s oieijher pur£. 
s'elt-hej au.Of ^ ^filf'help with government support, provided 
that ^1 profits made by joint action shall be distributed in pro¬ 
portion to the extent to which each member has taken part in 
th’e business, and not in proportion to the capital invested. The 
same idea IS expressed more tersely by Mr. Herrick : * Co¬ 
o peration is the act of perso ns vo luntarily united, of utilising 
rec iproca lly jheir own forces, resources, or both'^limdEnhtir 
mutual management to their common profit or loss. Another 
writer says* that a Co-opcrative Society may be defined as a 
voluntary association of individuals, combined to achieve an 
improvement in their social and economic conditions through 
the common ownership and democratic management of the 
instruments of wealth The Austrian Act refers to associations 
with an unlimited number of members, the object of which is 

1 Co-operation at Home and Abroad, p 5 

2 Co operation m Finland, pp 76-77 

3 Rural Credits, p 247 

4 Rural Reconstruction m Ire!aiid,p 54 
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the promotion of the industry or trade of their members by 
means of common action or credit. By the Japanese Law of 
1921 a Cooperative Society Is an association having legal 
existence, formed by persons of modest means in order to 
promote and develop, according to the principles of mutuality, 
the exercise by the members of their occupations and the im® 
provement of their economic condition. The British Columbia 
Agricultural Association Act (1911) provides that an associa¬ 
tion shall be deemed to be formed upon the co-operative sys¬ 
tem if provision is made by its constitution and by-laws for 
securing to all producers, who are members of the association, 
a share in the profits of the association in proportion to the 
value of the produce supplied by them, after payment of a 
dividend upon the capital stock not exceeding six per cent, 
per annum. Provision shall also be made for enabling all pro¬ 
ducers in the district to become members of the association 
by limiting the number of shares to be held by any single 
member, or by other effective regulations. The Roumanian 
code proposes to defme'^o-operative Societies as associations 
with a variable amount of capital with no limit to the number 
of members, who may join or leave them at any date Their 
object is to carry on joint work on a definite plan, with a view 
to furthering the economic and social interest of their mem¬ 
bers. The Swiss definition is: A Co-operative Society is 
one constituted by a varying number of persons organised 
corporately which aims principally at contributing towards 
the economic prosperity of its members by joint’action. The 
formation of Co-operative Societies with capital fixed in 
advance is prohibited. The Indian Act suggests (section 4) 
that a Co-operative Society is a society which has as its 
object the promotion of the economic interests of its members 
in accordance with co-operative principles. But it leaves 
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to'ihe Regislrar the decision as to what co-operative prin* 
ciples are.* 

From these definitions it should be possible to derive an 
accurate idea as to what co-operation is. Origin ally, as has 
already been explained, the movement owed its origin to 
poverty and to the desire for some way out of all the distress 
and h ardships that poverty entailed. The common bond that 
held the members together, or that induced them to combine, 
was poverty or economic distress, first amongst fa«ory 
‘ work er and later amongst farmers- As all lacked a 
sufficiency of capital, capital could not be the basis of 
associat ion. The only other basis was the human individual, 
and accordingly the first principle of co=operation is that 
th e m embers Join as human persons and not as capi-* 
tahsts.^The second principle fpllo ws from the first: fseJL— 
persons meet to satisfy the common need, there should be no 
distinc tion between them in the satisfaction of this need. They 
must meet on a basis of equality. The thTr3~principlc luiol 
pecuLlaiLto co-«operation. but its importance in the life of a 
society is so very great that it deserves a special place, 
-^he act of association must be voluntary. The fourth prin* 
ciple is that the members join to promote the economic in' 
terest of tf^emselves,_and not of anybody else, 

^ove all else, however, it must be clearly remembered 
that CQgoperation is a form of organisation. Experience 


! Under the Belgian Code, “a co-operative society is one which 
IS composed of members whose numbers and holdings are variable and 
whose shares are non-transferable to third parlies” The definition of a 
co-operative society in German law emphasises (a) an open membership 
(b) furtherance of the commercial interests of members by means of 
a common business undertakiiig. 

A co-operalive society has been defined “as an association of 
persons varying m number who are grappling with the same economic 
diRicuUies and who, voluntarily associated on a basis of equal rights 
and obligations, endeavour to solve those diBicullies, mainly by con¬ 
ducting at their own risk an undertaking to which they have transferred 
one or more of such of their economic functions as correspond to their 
common needs and by utilising this undertaking in joint co operation 
for their common material and moral benefit” 

fCo-operation p. 20 IL O 1956) 
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seems to show that it is the only system of voluntary organi- 
sation suitable for poor peopl^ uo-operalion, ilien, is a fornfj 
of organisation, wherein persons voluntarily associate togetheri 
as human beings, on a basts of equality, for the promotion on 
the economic interests of themselves. It is not _primarlly a ni 
e thical mov ement but a strictly business one and many 
failures in India would have been avoided if this had been 
more stressed. Thus stated, it becomes clear that only the 
miraculous success of the Rochdale Pioneers could afford 
excuse for their puny effort to find a solution for what is, 
perhaps, the most difficult problem in the world. Only acute 
misery could have steeled those few weavers to brave the 
open contempt and derision of their neighbours and relations. 
Only the gloomiest of alternatives induced the German 
cultivators to listen to Raiffeisen One of the most important 
lessons that the American Commission learned in Europe was 
that it was only when the European farmers were hard 
pressed, when the governments saw that they were going to 
lose their farmers because they could not make a living, and 
when the farmers saw that they must do something to preserve 
themselves, that they took up the matter earnestly. A great 
reform was accomplished, but it never would have been 
accomplished but for the spur of necessity.' As the moves 
ment has progressed, however, it has gradually been realised 
that poverty i^not a necessary circumstance in the success of 
the application of co-operative principles. Poverty is a spur, 
and'Tof'the—moderately ‘poor there seems ^o be no other 
alternative method of bettering their condition than this one 
of co-operation / but the poor are not the only people who 
can derive benefit/ indeed, goo d co goperators deplore 
i.bfc banx. aW. wastesA witeVic 


l Observauotii of the American Commission, Part I. 
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movement-’ The one circumstance witjiout which there ean, 
Ge no sucHssful cQ*operation is the common need of some 
cconomlc^dvantage If any permanent good is to result, this 
need must be fully realised by all concerned ® The mere 
existence of a common need affords a field for co=operative 
effort, ^ut_Xittle will be achieved without the growth and 
development of a real co-operative spirit As the American 
Commission put it: the hey to the success of the co-operative 
method of doing farm business is to develop the co-operative 
spirit/ that is, the willingness and desire to sink individual 
opinions and interests to such an extent that a group of 
rn'enjian work together for common interests. When this spirit 
iT^eveloped to a high degree it means a sort of loyalty and 
patriotism that lends men even to sacrifices, if necessary. 
Clearly there is in Europe such a thing as the co-operative 
spirit, co-operation cannot long exist without it* 

1 Experience has shown that the very poorest do not join Co- 
•operative Societies in particular such as do not have a permanent 
place o£ residence or a fixed income Co-operaiion has achieved its 
greatest success amongst (he moderately poor Professor Alfred 
Marshall (Industry and Trade - Bit II Cb VIi; points out that selling 
for cash left the improvident customer ‘to the old-fashioned shop¬ 
keepers A writer in' Better Business points out that the agricultural 
labourer has been too poor to organise co operative stores In India, 
too It seems to be realised that there are a considerable number of 
people who appear to be too hopelessly sunk id poverty and debt to be 
saved by co-operation alone 

“While feeling the same tendency as in Germany towards the neglect 
of the small man, the Italian Banks have combated it not only in speech, 
but in deed Where the funds are limited, the preference is given to 
smaller loans Moreover, where funds permit, some of the richer banks, 
■n addition to the ordinary credit business with members, make special 
loans to poor non-members on no security but the latter’s good faith” 

(Fay, vol I p66) 

2 Cf Vogt, p 235 Co-operation appears and continues where the 
farmers have a marked consciousness of a common interest in the 
accomplishment of one defiDite purpose Before organisation can 
become a larger factor in the general farming areas, the people must 
become conscious of the advantage of such organisation. 

3 American Commission Observations, Part I, p 9. Cf. Levy 
Large and small Holdings, p 198, ‘IE the co-operative system is to 
flourish. It presupposes a co-operative spirit, that is to say a certain 
brotherliness, possibly even some sentunentality of disposition In 
litUe village communities, with old-established and traditionally respected 
members, families which have held together, in spite no doubt of many 
family quarrels, for hundred of years, the ground is prepared for 
co-operative action ’ 
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Given in any a rea a common need, a realisation of this need 
and a willing ness Jo seeR f ^^byloint^ctTon^'t he only method 
pf setting to work th at holds out any promis e of success, is 
that known as co^operatwo. Cooperation is an organisation 
oTmetKod of doing business. It is not really anything more 
than a form, a skeleton frame*\pork on to which those in need 
c’an'Tuifd to their desire. But there are many to whom it 
means much more than this, for it so happens that the essen^ 
tiais to success are largely elements of character of high 
value The fact that human beings meet together on equal 
terms to combine for the satisfaction of a common need 
affords opportu nity for the development q^f_ an upselfch sjiirii 
which le ads to higheTthings than material advantage, so that, 
t o many, cooperation is a_feith. This does not mean that it 
is essentially anything more than a serious business under- 
tailing BITtTrposs^ses the peculiar feature that it brings solid 
^ins' to those wh o are unselfish enough to work for the good 
of all, them selves includeiT. By its means the finer elements 
in human character can be mobilised to secure economic 
benefits, and so these elements are encouraged and developed 
Far from getting the better of his fellow members, the object 
of each is to help th e others in the firm belief that, as they will 
in t urn he lp him, his need will the more certainly be satisfied. 
It is a mistake to lay too strong stress on the moral aspect of 
the movement in its early stages, this will inevitably develop 
later as success in the economic sphere is attained ’ 

The insistence on equality within the society seems to 
have originally been to resentment against the inequalities 
of rich and poor but it Is only logical t hat, as it is_a jjonimon 
needJh at forms the union, th is need should determine.the .stat us 
of^ach number within the society. Whatever their position 


1 And not excluded aa in chantahip effo rt \/ 

2 The Committee on Co-operatioa laid considerable stress on the 
moral element. The object of co-opcration is the satistaction of some 
common need, which all desire. Espeneace shows that this cannot be 
accomplished successfully without a strong moral backing, so tlat people 
learn that good morals help to secure malenal progress. 
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outside, they are all lacking something they desire, and if 
there be any difference admissible, it is in the intensity of 
their want of the common object. This difference may render 
desirable an allotment of voting power on the basis of the use, 
which the members make of their society, but it is otherwise 
an invariable rule that each member should have one vote 
and no more In no case could there be a difference based on 
capital contributed. 

The essence of co-operation is that each shall work for all 
and all shall work for each in the attainment of their common 
need/ it is thus not unnatural that each in doing his share of 
this bargain should desire some assurance that all will equally 
do theirs, to meet this, the members must agree to bind 
themselves by a formal contract. Co-ope raii on is a business 
organisation, and business principles demand that there 
should Ee'a“Busincss-Iikc contract drawn up and subscribed to 
by all who arc going to partiapate. The association must be 
put on to a formal basis, and as the success of the enterprise 
depends on the loyalty with which each one of the members 
works for the achievement of the object and for stern adher¬ 
ence to the contract, there must be freedo m to choose with 
whom they will associate, and freedom to correct the choice 
ot jp with draw. Each member must be able to express his 
o pinion _on ihe-advisabihly ol admitting others, so that admiss¬ 
ion depends on popular election: he must be able to give 
effect to any alteration of opinion as to the fitness of another 
to perform his share, so that cx^ujsion-by joptilar ygte_jnust 
be provided for. he must be given the opportunity of 
xtmhdrawing,irfie finds that he himself can no longer loyally 
work with others Under no other circumstances could 
the motto "Each for all, and all for each’* be worked 
up to. 

This insistence on the voluntary principle appears to con* 
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f jict with certain practical examples- * In one part of Burma, 
it was a rule that anyone who desired to I’oin a credit society, 
should also join the cattle insurance society in the same 
village. This, however, was more prudence than compulsion, 
as, if a man borrowed to buy cattle, his fellows reasonably 
insisted on his taking an obvious precaution against sudden 
loss. The insurance made the loan more certain of recovery 
and so there was nothing un»co=opefative in the rule. In 
certain provinces of Belgium, Mr Strickland found compuU 
sory cattle insurance imposed by the provincial governments. 
Some other Instances are worth noting as they show, not so 
much disregard of an important co*operative principle, as 
appreciation of the importance of poor people co-operating. 
In Tunis, all native agriculturists are obliged to belong to the 
thrift societies. In what is now Bulgaria, the law compelled 
the farmers to join banks established for them in the principal 
cities of each district*. In French West Africa, the Governor- 
General has power, in the districts where this measure 
Is deemed desirable, to compel farmers or breeders to join 
societies In that case, the contributions of the members 
are collected In the same way as the taxes. In South Africa 
<1924) a clause has been inserted providing that, if 75 per cent, 
of the producers of any kind of agricultural produce who also 


1 “The tradition of English labour i$ strongly against the compulsory 
arbitration of disputes but definitely favourable to the legal minimum 
wage ; and only a remnant of Mrtl-ites object to the special protection 
of women in the Factory Acts More fundamentally consumers’ 
co-opccation IS voluntary, because only under a voluntary regime can 
consumer preference be freely satisfied But if the State can render a 
particular service more efficiently, there is a prima facie case tor its 
doing so , and if the State is democratically organised. State service 
becomes liberty organised from above, which conceptually is the com¬ 
plement of voluntary co-operation”. 

(C R. Fay—Co-operation At Home and Abroad vol 11 p 25) 

2 Herrick, p. 429. C£. Modern Japan by W. M. McGovern, pp 
235-36. Under government auspices, farmers’ guilds were established, 
which brought about mutual aid, the development of scientific agriculture 
.. and common purchase and credit. Eventually membership m these 
guilds was made i-ompulsory on all farmers. In Greece, Farm Settlers’ 
Co-operatives have compulsory membership of farmers who have settled 
on public or expropriated land. 
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produce 75 per cent, of such products fn a given district, area 
or province and are members of a recognised Cooperative 
Society, agree to the collective sale of their said products, 
each grower of such product in such area will in future be 
legally bound to sell it only through the said collective selling 
agency, quite irrespective of the fact whether or not he 
belongs to the said Co-operative Society, Russia tried com¬ 
pulsion from 1919 to 1923 but appears now to have changed 
this policy. There is a tendency towards compulsion to Join 
cattle insurance societies in America, and hail insurance is apt 
to become a function of the local governing body in con¬ 
sequence of the small sums to be collected and the widespread 
nature of the undertaking. It would, perhaps, be better to 
regard these as socialistic rather than as co-operative enter¬ 
prises. There is much the same excuse for fostering com¬ 
pulsory co-operation in backward tracts as there is for intro¬ 
ducing compulsory education. The end becomes so desirable 
that the means appears to become less important. Compulsory 
co-operation, wisely conducted, is compulsory adult education 
in business methods. Compulsory thrift is generally admitted 
to be beneficial. The result, however, can never be the same 
as voluntary co-opcration. Voluntary membership not only 
strengthens individual responsibility, but it differentiates co¬ 
operation from State schemes of social reform.* 


I Tbe Co-operatne PlanDiog Committee (1946) have recommeoiled 
that ‘afler careful exafflinalion we have come to the conclusion that 
the voluntary principle governing admission to the membership of a 
co-operauve society should be respected and that no one hould be com¬ 
pelled to join a society. In cenam kinds of co-operative activities like 
consolidation of holdings, crop protection or inigation.if compulsion la 
not introduced. It IS likely that what IS generally admitted as an object 
essential for economic progress will not be attained We, therefore, 
recommend (bat in the larger interests of the country, a resoIuUon passed 
by members of a co-operative society who form two-thirds of the com¬ 
munity affected should be made binding by law on non-members also ” 
Sec 64 G of the Bombay Act provides for the registration of a Farm¬ 
ing Society where 66 pec cent of the owners in possession of not less 
than 75per cent m attgregatc of the land proposed to be covered have 
given their consent. On the scheme being sanctioned “all the owners 
of lands included therein, whether they are members of the society or 
not, shall have such rights and shall be subject to such Jiabihcies as are 
conferred or imposed on them under the scheme”. 
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It has been explained above that it is a realisation of a 
common need that brings people into the association; they 
enter to get something for themselves, and it is the object of 
the society to secure this for them. The society exists for the 
members, and not for anybody else. Special significance, 
therefore, attaches to the words "of their members" which are 
found in most Acts dealing with Cooperative Societies In 
some provinces, the management is apt to fall into the hands 
of honorary workers who act more from feelings of charity 
towards their neighbours than from any desire to train them to 
dispense with their guidance and help. If a business is such 
that it cannot be limited to Its members, it cannot be truly 
co-operative.* Thus, it would be almost impossible for a 
railway or large canal to be purely co-operative. It must be 
clearly understood that those who associate together, do so 
for the advantage of themselves, and not for that of others/ to 
reconcile this with the principle of unselfishness, there has come 
to be recognised another pri ncipl e; Co-operation is open to al l, 
there can be no ^itrar y li mit ~to the num ber of members. 
This is an obvious corollary from the fact that the common 
bond is the common need, the object is the common good, 
therefore those who Join, must do so in no selfish spirit, they 
must be prepared to admit all who have the same need, and 
who are ready to subscribe to the common contract*. 

As the members join to secure something they all need, 
the ajyantage-to.be-gained js the satisfaction of d^is need if 
t he need of one is greater dian that of another,_he will derive 
the greater adv antage- That other must not seek to balance 
the account by seeking some gain that is not in the contract. 
More especially is it necessary that he does not seek to gain 


1 Cf. Co-operation m Finland, p. 12. 

^ Tne great Torcc wtncti drew the Taithiul to come past many 
bnlliant shops to a humble store, was the faith that competition should 
give away to co-operation. It means that the movement was one by the 
weak to help the weak, that a newcomer was to be welcomed, because he 
wanted help, and not according to the joint-stock company rule, in 
proportion to the capital which he contributed. Marshall, Industry and 
Trade, Bk. II. Ch. VII. 
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advantage at the expense of his fcjlow with the greater need 
The chi^jlanger, and almost the universal one, to be avoided 
is thatJie,-with more capital, should gain from the need of him 
with les s. Co-operation recognises that capital IS entitled to a 
lair interest/but it refuses lo admit anv other right attac hing 
to its possession or claimed by its owner,,animore^esjjeciady 
th^e,claim to a controlling voice m the enterprise- If from the 
activities of the association there results any divisible surplus, 
this must be divided amongst those from whom it has been 
deinv^J in proportion to iheir contribution to tt As a matter 
of ordinary business caution, u is usual to allow for con¬ 
tingencies that may not happen/ goods are sold for more than 
the actual cost price, interest may be charged at a higher rate 
than is necessary to cover expenses, the producer may be 
given (ess than his crop has brought, in all these cases, the 
resulting surplus is not regarded as ordinary business profit 
but as an overcharge which belongs to those from whom /t 
has been derived and to whom it should be returned. 

People, nowadays, have grown so accustomed to the 
capitalistic form of organisation that they experience difficulty 
in freeing themselves from some of the ideas associated with 
that form when dealing with co-operation, which is not a modi¬ 
fication of capitalism but an alternative to it Quest ions of 
profi ts, control, voting power, transfer of interest, rights of 
numbers and dealings with non-members, etc., are dealt with 
from a point of view quite different from that under the 
capitalist system. Thus co-operation is the form of organisa¬ 
tion most su itable for small people and small enterprise s. In 
agricultu re, it appears to be the only form that is of practical 
value, for most c ultivators arc men of limited means, a nd fr om 
the nature of th eir calling, are unable to ci^bine their efforts 
in the facto ry system- They cannot collect their raw materi¬ 
als and their capltaf inside a null, they cannot carry speci* 
aYisaiion so far as the TcvanoSacciuiet and they cannot reduce 
costs by the methods familiar to him. At the same time, it is 
recognised that organisation is the key to success and to be 
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successful agriculture must be organised. Accordingly it is 
found that, in practically every civilised country, govern* 
ments_are endeavourin g to pro m_oie_co*oi>gration Agricul* 
ture IS still not only the most essential but the most important 
and the biggest single industry in every country except Eng* 
land, where it has only recently lost its premier place- The 
war drew attention to its position as the paramount factor in 
the life of any people, and it is not exaggerating to say that 
co*operation is now recognised as necessary if any country 
IS to get the best out of its land. It is regarded as the panacea 
for most ru ral ills, and throughout the c ivilised world it is be* 
mg strenuously advocated at the expense of the State.' 

Co»operatio n differs from Its rival , ca pitalism , in t hat it 
promotes peace and not strife, unselfishn ess and not s elf* 
s eeking, fioth are forms of economic organisation, but with 
the great body of European co-operators especially among 
the leaders, co-operation m eans some thing more than a 
d evice for enabling a fa rme r to~save 'or To make more money 
Many of its most ardent apostles look upon it as a sort of 
social refo rm, indeed m some cases, as religion . They con¬ 
sider it not, only a s an economic, but also as a moral move* 
ment And there is little douETTKatlnahyTielpers al^attracted 
byTRe evidence they see on every hand of social improve* 
ment wherever co-operation has obtained a firm foothold- It 
seems impossible to study the progress of the movement in 
any country in the world without being impressed by the great 
moral gam accompanying the spread of these societies for 
self-help through mutual help. But the American Commission 


I Co-operation occupies an important place in India’s Second Five 
Year Plan. “Economic development along democratic lines offers a vast 
field for the application ot co-operation in its infinitely varying forms 
Our socialist pattern of society implies the creation of large numbers ot 
decentralised units, both in agriculture and industry These small units 
can obtain the advantages of scale and organisation mainly by coming 
together The character of economic development in India with its 
emphasis on social change, therefore, provides a great deal of scope for 
the organisation of co operative activity. The building up of a co-opera¬ 
tive sector as part of the scheme of planned development is thus one of 
the central aims of national pobey”—(Second five Year Plan, pp- 21-22). 
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spoltc wisely wlicn they said that co-operation should he en¬ 
tered upon at the outset, because it promises to he a more 
t>rofitahlc way of doinff business than the old way of every 
man for himself. Co-operation is more than this, hut to he 
successful it must he huilt on a business and not-on-a sent!- 
mciital, basis- The sentiment will come later and will help 
to maintain the co-operative scheme.' But sent iment will' 
ruin co-operation if allowed to dominate the business aspect. 

It may he advisable to s um j p here the result of the above 
discussion. Co-operation is an ancfiiativc form of organisation 
to capitalism, it is specify suitable to people who have no 
capital siilTicIcnt for the hiirsaiisFaction of their needs on a 
Ijolnt-stoclt basis/ it Is essential to the best progress of agri- 
1 culture, so much so that it Is practically impossible for a 
[country of small holdings to achieve prosperity without it. 
The mere fact that the Indian countryside is studded with 
money-lenders anxious to afford credit to the cultivators for 
all purposes, productive or unproductive, hlmds many to tlie 
absence iu the same area of sound hanUng facilities The 
needs of the small cultivator of from three to eight acres can¬ 
not he met by the foint-stoch Banks directly and the only 
sound method of providing sound credit facilities is the co¬ 
operative- 

The absolutely necessary principles arc that people should 
.agree to associate voluntarily on terms of equality in order 
to secure the satisfaction of some common need Human 
beings, and not capitalists, bind themselves together to "work 
each for all and all for each." From these premises there 
lollow a series of subsidiary piinciptes in a perfectly logical 
manner, but to the ordinary mind, biassed by daily experience 
of capitalism, It is sometimes dilRcult to Follow this logical 
sequence. In consequence, there Is apt to be doubt as to the 
amount of support that sItouM be accorded to the propagation 
o't tW movement. TtstterfftoreA ctmaen. pto- 

] American Commission. Obscivaiiom. Part 1. p 22. 
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gress \rithoat it, and it is for the government to decide 
whether they desire prosperity or not. If there be any who 
dispute the above assertions, they may well be asked, in view 
of the voluminous e\'idence in support, to produce some alter¬ 
native method of making a counirv' of small holders prosperous. 

Furthermore, it is the experience of e\ ery country' that 
has any experience to record, that cevoperation stands out 
for moral uplift, for honesty and for the homely virtues that 
count for so much in the daily lives of the people It 
possesses the peculiar faculty’ of making virtue pay' All 
human beings are continually striWng after the satisfaction of 
some material need. Cooperation holds out the pros* 
pect of success in this efort, provided the persons concern* 
ed possess certain moral qualifications. Without these, 
failure is inevitable. Through ooperatioo morality is taken 
out of the copy bock maxim and placed in the forefront of 
human action as absolutely essential to success in the most 
ordinary a£^ of life Moreover, the morals of an indivi* 
dual cease to be a purely private matter for his own cons* 
cicnce, they’ become of importance to the whole community 
to which he belongs.* 


I “The more one attempts to bnnp ct>operilion into focus with such 
nouoas as cotcAbUen and socially, the stronger grow s the coosicuon 
that co-operatiMKcsiiaoi Se resoKed into aspects of’these It is not the 
negation of competition, nor does it aCect ccmpetiUon in one was only 
It is not the herald of sociaUim, nor is it a means to combat it. The 
cfr<iperame sTBthesis lies deeper than thi>. It centres about a common 
and oncinal impulse of mao. which inspires him. whales er be his environ¬ 
ment, to make his weakness <trenctb by the simple plan of joining with 
others who arehimibrly condtbened. in the patsaii of a goal, wh^h can 
be attained m| proportion as he is prepared lo ctxirdmate his own 
mtsrests with those of his fellow members** (Fav—CoKiperaiion at 
Home and Abrdad. s ol I p 353) 



CO-OPERATION AND ITS ALTERNATIVES 

There are many people who hold the opinion that 
co-ope ration is not only a snare and a delusion to the poor, 
but that it actually perpetuates the dominant position of 
capital by turnings the poor into small capitalists There was 
a time when s ocialist s struggled to hinder the spread of the 
movement, and it is only very recently that Trade Unions 
have come to terms with it. The main line of cleayage 
follows the position allotted to capital Co-operation differs 
from Socialism in being essentially individualistic. It stands 
out for the freedom of the individual, who is encouraged not 
to abolish private property and capital, but to acquire some 
for himself, to improve his economic position by working 
under his own control and to take the management of his own 
affairs into his own hands It is true that in different 
countries different methods arc adopted to induce individuals 
to Join Co-operative Societies/ In some French colonies, 
there is something that can hardly escape being called 
compulsion, m Japan, there is a tendency to confine State 
aid to co-operative societies that has much the same effect 
but this pressure is designed to impel individuals to under- 
ta ke the task of working for their own uplift, instead of leaving 
too much to a kind Providence or a far-seeing government. 
Self-help is the watchword- Even a State-stimulated 
Co-operative Society strongly resists any suggestion of inter- 
fereiic^ 7fom government in the management of its internal 
affair s. It see ks to become self-sufficing and independent, 
even though it be prepared to accept government aid when 
all o ther sources fail. Essentially it is based upon volunt- 
ary association and voluntary aid, and so differs from both 
Socialism and Communism. Inasmuch as co-operation tends 
to caateat.caei.xt acid ceUeve eojmmlc dcs.tce-Ls., U cleats 
aE.ay. the material on which Socialists lely to create that 
resentment against the present system which is deemed 
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necessary to induce people to acc ept their ideas. _ Co®opera= 
tion~s^l{Tto liiake the best of the existing economic system 
by removing the more glaring evils of capitalism. As Prof- 
Gide points out, unh ke socialism takes .its ,st^d on, and 
wor ks wi thin, the existing economic framework :_Jt is already 
carrying into practice some of the most important desiderata 
of sociali sm, and it is bringing about an immediate and very 
real amelioration in the conditions of those who practise 

it.Co»operative associations aim not at doing away with 

capital, but at depriving it of its preponderant role of manage*' 
iTlent in'^roduction, as also of the tribute it levies In the 
Toim of profit The sup pressio n of profit in all its forms was 
the essential point In Owen's system. By making capital, 
instead of the profit-taker, a mere wage (interest) earner, the 
co-operative system is neither more nor less than a social 
revolu tion* Ills in no sense an enemy of private capital. 
Where It is not possible to obtain complete control of 
capital, co-operators agree to a system of profitsharing, 
whereby after capital has received a fair interest, the 
remaining profits are divided amongst the capitalist and the 
workers on a basis previously agreed upon. In seme cases 
the workers are admitted to a share of the control and what 
is known as co-partnership results- If in such a case the 
workers could secure complete control of capital and manage¬ 
ment, there is co-operative production- Thus co-partner¬ 
ship is regarded as a half-way house towards co-operative 
production, and so excites no enemlty amongst co-operators- 
With Xra,de Unionists, Jiowever, the pos ition is differe nt, 
they are apt to look a skance at all profit-sharing schemes on 
the ^grounds that these (1) make workers into capitalists, 
<2>^dis courage them from joining unions by making them 
cont ented with their Hot, and (3) induce workers to~work 
Jiarder, i mprove their efficien cy and gain more 


1 Gide . Political Economy, pp. 492-494 

2 Cf. Better Business, May, 1918 p, 250. 
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Prof- Alfred Marsfiall* quotes an extreme Instance of this 
suspicion of co=partnersliip, in whicli in response t o the 
question: "Is there any o bjection to profit-sharin g and 
collective partnership with the men, not collectively as a . 
union, but individu ally " It w as rep lied : "Yes / for every 
man so singled out is ^iri tually transferred from the side of 
labourjo the side of capital His concern is no longer to 
aUolish the wage system for himself, his fellows and the nation 
at large, but to obtain alL the profit he c an extract from it " 
Thus co»par tnership is a system whereby all those engaged 
share in the profit, capital, control and re sponsibility according 
to an agreement arrivetf at forehand- This means peac e and 
no t strife Trade Unionism adopts an attitude o f antago nism 
towards capital that prevents it from coming to any terms of 
a lasting nature with it. As Holyoake e xpressed it, it accepts 
the mastership of employers and the perma nent dependen ce of 
woikmen, while co-operation seeks to sup ersede employers as 
a separate class and to est ablish t he independenpe of labour^ 
The distinctive features of co-operative work arc thard) 
the members of the co-opcrative group are associated by their 
own free ch oice, t hey determine for themsel\^ s of how m^y 
persons and of what persons that group sball consist , (2) 
those associated select from amongst themselves their own 
leaders whom they can also remove, and'^3) they arrange 
the division of the collective wages between the membe rs of 
the group in such manner as may be mut ually agree d upon 
between them as being eo uitablc*. These three features are 
found in Trade Unions, but while co-operative workers 
divide all the collecti ve receip ts, the modern Trade Unionists 
insist on a full trade union wage and may leave any surp lus to 
the foiema n contra ctor*. Trade Unions have their claims on a 
wage system, co-operators would have no wages, but would 
divide all receipt^ (labour income and profits) amongst the 

1 Industry and Trade, pp 855-856 

2 Schloss Methods of Indostnal Remuneration, p 155 

3 Ibid, p 236 
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^o ^ers . To put it briefly, so long as there are employers 
and employed, the latter must receive a certain remuneration 
fixed beforehand, known as wages / where the workers are 
their own employers, the remuneration consists of an uncer* 
tain sum which can only be determined when the result of the 
enterprise is known. 

Co-operation is, above everything else, a principle of peace 
and it has for long been out of sympathy with trade unionism 
in as much as it does not regard the latter as essential to its 
own scheme- It is a business organisation, working on busU 
ness lines and keeping accounts which prevent its followers 
from asking for too much- It has thus been possible for a 
Trade Union of employees of Co-operative Societies to come 
into conflict with its co-operative employers. And the latter 
have found considerable difficulty in deciding upon the policy 
they should adopt towards their wage earners. 

In actual practice, there is very little conflict between the 
adherents of the two policies- Workers who would not think 
of joining in a society for co-operative production, freely join 
co-operative stores, and a very large proportion of members 
of Trade Unions in England are actually members of these 
stores. An agreement for mutual support has been arrived at 
in Great Britain which is causing some anxiety to co-operators 
of the old school. It involves the formation of a Labour and 
Co-operative Political Alliance whose objects ace to correlate 
and co-ordinate the forces and activities of the Labour and 
Co-operative movements in respect of representation in Parlia¬ 
ment and on all local and administrative bodies, and to sustain 
and support one another in their respective and combined 
efforts to set up the new social order, and with the ultimate 
object of the establishment of a Co-operative commonwealth. 
The alliance would consist of the organisations affiliated to the 
Labour Party, the Trade Union Congress and the Co-opera¬ 
tive Party*. Such an agreement, it would seem, could 

1 Times’ Report Socialists, also, have now withdrawn their opposi¬ 
tion and advise their adherents to join Co-operative Societies (Gide). 

3 
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hardly last Without entailing the abandonment of some of the 
ideals of co»operators. Ct^-operation is n ot a political movea 
ment; it does not seek lo gain its ends by political means. It 
works by persuasion/ by placing within the reach ofnon*- 
members advantages which they cannot enjoy except by 
becoming members Trade Unionism works by compulsion, 
almost It has been said, for compulsory State*enforced 
co-operation- Co-opcration stands for self-help, for private 
enterprise and for the greatest extension of private property. 
It stands or falls on its inerits. unaided by compulsion or State 
coercion/ each member is free to leave the movement on the 
day he no longer desires to co-operate* Trade Unionism is 
tending towards coUecimsm or nationalisation of public 
interests Co-operation is a spontaneous association on the 
basis of common interests- It is a business and not a political 
organisation and it stands o r falls on .its business efficiencyi 
The limits to its expansion are fixed by us own success in com¬ 
petition With us rivals Co-operation can only persist where its 
members gam something more than they could gain without it- 
Iji t he above discussion, the comparison has been almost 
confined to the industrial sphere, because it is in that sphere 
that there has been any clash of principles- In agriculture it 
w ould seem to be without serious rival where holdings are too 
small to permit of capitalist tnanagement- 


1 Summing up the trends of agiicultural co-operalion in Posl-Wai 
Europe C R Fay wrote in 1948—"It is still impossible to tell the future 
o£ the contemporary mingling of co-operative and State institutions At 
one time it seemed as though compulsory co-operative marketing with 
the State behind It, might supersede the old voluntary system, especially 
since, parallel with this movement towards State co operation went a 
certain distrust of the voluntary movement, naturally strongest in those 
countries where all voluntary efiort is suspect It seemed possible that 
the two movements might persist as rivals, or even that State market¬ 
ing might lapse with the crisis which called it mho being In fact, none 
of those things have happened Rather co-operative and Stale action in 
this field have coalesced The balance of these two elements, the 
strength and probable durability of the amalgam, have varied from 
country to country but for good or ill the co operative movement has 
been supplemented by a new economic form whose powers are in the 
national sphere, obviously greater than those which a voluntary move¬ 
ment can normally exercise” (Fay Co-operation At Home and Abroad, 
vol II p 489) 



THE OBJECTS OF A CO-OPERATIVE SOCIETY 

The principles of Co*operatioii, it has been shown, are very 
simple. When, however, aiteniion is turned to the applica* 
tions of these principles to practical problems, whatever 
intricacies and technicalities are involved in these problems fall 
to the co-operator to be solved. Cooperation, it is claimed^ 
is the only form of org anisation from which the po or can 
derive lasting ad vantage , therefore/ unless it can be of use in 
arriving at a solution of the tr oubles from which the poor 
suffer, it is after all hut a souy remedy for their distress. 
Similarly, it is claimed that co»operatIon is the only form of 
organisation open to agriculturists, and is essential if the 
cultivators are to get the best out of their holdings, unless, 
then, it can be of use in solving the ills of rural life, it can 
hardly lay claim to the loyalty of the farmers. It is one or 
other of the economic interests of the members that must 
form the object of a society/ these economic interests vary 
widely/ they include all the legitimate activities of the 
agricultural class/ if the Registrar were merely a registering 
officer as in England, he would have little to do beyond 
seeing that by-laws were in accordance with the law and that 
the law was not infringed. In fact, in India, he, whether a 
Government official or an honorary worker, has been made 
the foundation of the movement/ so that to him falls the duty 
of studying all possible objects, and of deciding which to 
encourage and which to postpone to a more favourable occa» 
Sion. The mam duty of the Registrar and his staff is to study 
the economic interests of the class from which membera are 
drawn and to devise measures, on co-»operative lines, where« 
by these interests can be promoted. He is becoming more and 
more the head of a great educative movement wherein the 
people are taught how to get rid of their troubles and improve 
their lives by their own united efforts 
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The fact that the objects of a society must be the promo= 
tion, in one way or another, of the economic interests of the 
people who are prepared to co»opcrate, involves the close 
study of economics. In so far as the movement is concerned 
with the rural classes, the co*opcrative department ’-becomes 
one of applied practical rural economics/ and all concerned 
must become masters of this very intricate art. To express 
it in more popular lansuagfe, cooperation is a means whereby 
the pcaspetity of the mass of the people can be improved. 
Before, however, the seneral prosperity can be raised, causes 
of the present low standard must be discovered and for every 
cause there must be found a remedy. 

There arc two, and only two ways, by which the wealth 
of a people can be increased Some persons talk as if they 
knew of other methods, and would disclose these if voters 
would trust them/ but the only ways, known to man, are to 
increase production and to decrease consumption- If wealth 
is to Increase, production must exceed consumption. Thus 
the material position of a people can be increased by one or 
more of the following methods:-' 

<a) teaching the producers to produce more from their 
present industry, by scientific methods, improved 
implements, better seeds, new crops, etc-/ 

<b) teaching the producers to produce wealth in the hours 
during which they are at present idle, e.g., sericulture, 
or cottage industries for cultivators in the slack season/ 
<c> increasing the number of producers by reducing the 
number of those who at present add nothing to the 
wealth of the country eg., reduce the number of 
unnecessary middle men, distributors, etc / 

<d> decreasing special sources of waste, such as litigation, 
scattered fields, damage by insects, etc., 

<e> decreasing general sources of waste, such as needless¬ 
ly high prices of commodities, excessive cattle morta- 
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lity, preventible sickness and inefficiency of the 
workers, low standard of labour, excessive costs of 
marketing etc., 

<f> substituting a productive for a wasteful use of the 
factors of wealth, e-g, turning into productive channels 
the trained intelligence now devoted to the law, or the 
money now hidden away in hoards- 

This does not claim to be an exhaustive list of the methods 
of increasing the wealth of a country,^ but it will suffice to 
indicate the lines along which the objects of co-operative 
societies may be classified. It would be an easy task to re¬ 
arrange them under the heads of land, labour, capital, and 
enterprise / but these arc factors in the production of wealth 
and, in India, waste, or non«production, is almost as big a 
source of poverty as the low standard of production. 

Of all the possible objects open to a society, it is necessary 
to decide which shall be included m the by-laws, for a 
society is bound by its object, it cannot legally incur any 
obligation not directly connected with the furtherance of these 
objects. "A society cannot have any other object than those 
specified In the bylaws, nor can its specific purposes be other 
than those in the Act, and the funds cannot be applied to 
other purposes than those expressed m the rules"*. It is 
therefore of importance that the objects for which a society is 
being formed should be clearly, definitely and exhaustively 
set forth in the by-laws, that have to be approved before 
registration can be effected. Any act which is beyond the 
objects thus specified is ultra vires and void, and, if performed 
by the Committee or any office-bearer,- is not binding on the 
members. If thereby any loss is incurred, the official responsi¬ 
ble is personally liable- 

1 fhis must not be confused with the wealth of the individual A 
tarmer wants not more produce but more profits, and he may get higher 
profits by decreasing the costs of production, obtaining a higher price for 
his gram etc., without increasing the gross yield Co-operation may thus 
confer great benefit upon farmers without any increase in production. 

2 Fuller The Law Relating to Friendly Societies, 3rd Edo , p 38. 
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The importance of this rests in the common experience 
that, when a co-operative society has been started, it is often 
desired to use the organisation for purposes not contemplated 
when it was registered. The members are then faced with the 
alternative of altering thetr by-law or starting a new society 
to meet the new need. To avoid the former, it is customary 
in some countries, to enter in the hy-'Iaws a number of objects 
even (hough, at the commencement, it is not intended to 
embark on more than one. This has led to a long controversy 
concerning combination of objects, about which something 
must be said. In England, societies registered under the 
Friendly Societies Act are not corporate bodies and have not 
got limited liability • they can deal in credit, but not in supply. 
It IS held, With good reason, that a society, which uses the 
money of other people, should not be allowed to impose a 
limit to the liability of its members that would be likely to 
involve the depositors m loss. Further, there is a deep»footed 
objection to allowing a banking business and a trading 
business in the same place i the Chief Registrar has always 
opposed it and an attempt to legalise it by the Thrift and 
the Credit Bill proved abortive. The discussion is somewhat 
involved with the question of State aid i generally it seems 
that the combination of credit with the provision of actual farm 
requirements is free from objection, but it is not considered 
permissible for State aided propaganda to be directed to the 
formation of societies for the supply of ordinary household 
requirements Apart from this, it is considered that the 
combination of credit and tradmg in the same society would 
lead to the Committee as traders borrowing from themselves 
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as bankers ‘ Moreover the important principle of selling only 
for cash and never for ctedit would be difficult to maintain 
when the member could borrow hx)m one branch and pay into 
the other- The credit branch may press supply in order to 
induce members to borrow more, while the supply side may 
ask for easier terms of credit in order that members may pur= 
chase more- Theoretically it seems to be agreed tha', in 
small societies, it is better that supply and credit should be 
combined when there is not on either side enough work to 
justify a separate organisation. In Ireland, Sir Horace 
Plunkett pleaded for power to combine both objects in one 
organisation on the ground that the credit work alone did not 
yield enough profit to pay for necessary establishment- But 
the Agricultural Organisation Socieiy (Ireland) in their 
Report for 1923, wrote: ■"Experience seems to be showing that 
the best form of co-operative organisation is organisation per 
commodity rather than area organisation dealing with all 
commodities. Organisation seems to work most smoothly 
where there are societies covering a county, or a considerable 
part of a county, for each distinctive branch of work, such as 
purchase of requirements and sale of gram, dairying, cattle 
auction marts, wool, eggs and poultry, and fruit and vegetable 
auctions," The Chief Registrar of Friendly Societies (England) 
in his Report for the years t918«20, wrote . "An interesting 
feature of farmers' societies (in the U K-) is the extern to which 
they are developing the sales of groceries, draperies and other 


1 The All India Uural Credit Survey deprecate^ “the practice which 
has developed during and alter the war and which in some eases slill 
survives, ot the central banks taking up trading activities possibly at the 
behest of Government but certainly at risk to their depositors. No 
central bank should engage in trading activities” (vol II p 447) In the 
case of the primary agricultural credit society it has been recommended 
that the society should finance its members on the condition that the 
produce of the member is sold through the marketing society with which 
It works in cooperation Central banks in many States, specially in 
Madras and Bombay, undertook the purchase and distribution of con¬ 
trolled articles. The Bihar Slate Co-«perative Bank did a large volume 
of business in chemical fertilisers, salt, cloth, brick burning coal, iron for 
agricultural implements, text books etc Kccenily these activities have 
been transferred to the Bihar State Co-operative Marketing Union. 
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produce, as an addition to agricu(iural requisites. This 
feature of co-operation »s most evident in Welsh socie¬ 
ties. Some such societies deal "with the Co-operative Whole¬ 
sale Society, and there is little to distinguish them from 
ordinary distributive stores." The British Ministry of Agri¬ 
culture in its leaflets on the Agricultural Credits Act <1923) 
recommends founding a Credit society side by side with a 
Supply society and making book debits where needed. 
Outside England, the general rule is to permit the supply of 
farm requisites. It is more rare to find a combination of credit 
and the general store Herrick says that the general belief 
is that at the beginning, when the credit associations are 
weak and few in number, they should combine the purchasing 
of supplies and the distribution of products with the banking 
business, and that after co-operation has become firmly 
established in a locality, the credit associations should leave 
trading and industrial pursuits toother co-operative associa¬ 
tions specialty organised therefor, but so grouped around 
and identified with it that it may attend to their financial 
transactions' Besides granting credit to members and receiv¬ 
ing deposits, the Raiffeisen societies may undertake the pur¬ 
chase m common of farm supplies, machinery and breeding 
animals to be used in common, ihe sale in common of farm 
produce, and the purchase of tracts of land to be re-sold to 
members. The purchases do not include groceries or house¬ 
hold necessities.* In Austria, credit societies buy machines 
for sale or rent, keep breeding cattle, or undertake to sell 
supplies of members or maintain warehouses for the storage 
thereof.^ In Belgium, collective purchasing is a common 


1 Rural Credits, p 262 

2 Ibid, p 289 

3 Ibid.p 376. 
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practice with the local credit societies.* In Spain many o{ the 
credit societies, besides doing a loan and savings business, 
supply their members on credit with seed, fertilisers and other 
requirements for agricultural work and the raising of live 
stock.* The actualities of Russian life did not permit of each 
form of co-operative organisation keeping strictly within the 
limits of the scope it had set itself. The societies often over¬ 
stepped these limits, entering upon operations which were out^ 
side their particular spheres of activities, and properly speaking 
should have been carried out by other societies. For instance, 
credit associations as a rule bought agricultural machinery, 
seeds and other things required by the peasants . in locah^ 
ties where there were no consumers' societies the credit 
associations did the duties of the same.® The most striking 
feature of Japanese rural co-operation is the very common 
combination of various branches—purchase, sale and so on, 
and almost in every instance, also, credit in one and the 
same society. In German RaiSeisen societies, supply figures 
very prominently in the business done and answers for very 
much of the success achieved—but not, thus far, distribution. 
In India the law does not prohibit any combination of 
objects, so it becomes a matter for the judgment of the 
promoters, and the above quotations will show what is consi-- 
dered legitimate. It is clear that the time to dogmatise has 
not yet arrived. The great advantages of cash sales must 


1 Rural Credits, p 386 Mr Strickland, however, writes I think 
Belgian credit societies seldom do purchase , the purchasing body is 
either a separate Co-operative Society, or it is a section of the 
Boerengild (Farmers’ Union) which is a professional association and not 
a co-operative society 

Mr. Darling in Chapter ] of bis report says For business purposes 

sspar^e societies are doubtless an advantage, but m small villages they 

are difBcult to organise, and certainly more expensive to run Opinion 
IS in fact agreed that, in the small village it is impossible to keep bank¬ 
ing and trading apart. In Bavaria and in the province of Saxony, this 
principle is carried so far that few separate supply societies exist there 
“^''^tia, it is the expressed aim of the largest local federation 
that when a competent local committee is available, the village bank 
should do everything Some even run elevators 

2 Ibid , p 418 

3 Bubnoff p. 37. 
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not be lost through facilities for credit; a society holding 
large deposits from non=mem!>efs should not risk these in 
store business. Where there is a combination of credit and 
trade, it is desirable to keep accounts separate.' 

There is some risk of this question as to the permissible 
combination of objects in the same society being complicated 
by the introduction of a rigid system of classification and by 
the attempt to base a policy on it. In Ireland, the type of 
society which is at present making most rapid progress is 
the general purposes society . which usually begins with the 
supply of necessaries for the farm and the home, and proceeds 
to buy and ship its members’ produce. In undivided 
Punjab, too, there was a distinct inclination to combine 
several objects m one society; for where there were few 
educated members, it was not always possible to have 
separate committees, so that separate societies would be 
separate in little else but in name. In these circumstances, 
a rigid classification would be of doubtful value. Where, as 
in Denmark, each local society confines itself to the 


1 Where a primary society periormr one ox more fnnctions besides 
the ditbursemeni of credit ii is called a multi-purpose society. 'la 
recent years, as the result of a deliberate policy on the part or some 
State Governnteats, there has been a large increase o{ multi-purpose 
societies Ideolopy and necessity have both, at different stages, induced 
adoption of tbis policy Co-operative thought, seeking ways out of the 
relaiise stagnation of co-operali'e credit cameto recognise that members’ 
economic and even social needs were not pul away into and then brought 
out from a number of separate compartments diey made up a living and 
composite whole The primary form of co operative organisation, it 
was argued should respond to the basic fact that credit was one of a 
number of important and jnler-related needs Only by attempting to 
subserve all, or as many as possible of those needs could co-operative 
credit Itself hope to survive and progress The multi-purpose idea was 
thus born” (All-India Rural Credit Survey, vol II p 219) The progress 
of multi purpose co ooerative societies is indicated by the figures given 


All-India 

1946-47 

Mo of Societies 9 650 

No of members 344,512 

Working capital Rs ITS 43 laths 

Value of goods purchased Ks 79 13 lakhs 

Value of goods sold. Rs 212 08 lakhs 


1951-52 

39,930 

21,42,905 

Rs 1333.71 lakhs. 
Rs 2260 96 lakbs. 
Rs 2785. 96 lakhs. 
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solution of only one special problem, classification is possible- 
There, if a new object is in view, a new society is formed- 
So that It is quite a common thing for a farmer to be a 
member ofiten or more of these Cooperative Societies-^ 

The only restriction in India on the objects of a society is 
that these must be included in the economic interests of the 
members- This would seem to exclude the promotion of 
any religious object, and would also serve to exclude 
politics. In Belgium, the societies are frankly divided into 
Catholic and Socialist groups, and political parties follow the 
same lines, so that the societies feed the funds of the politic 
clans In Denmark, societies have kept strictly neutral and 
take no part as such in political or religious movements. In 
England, the same policy has been pursued/ and undoubtedly 
has served to strengthen the hold of co-operauon on the pco<» 
pie. During the Great War, however, the Government of 
the day Insisted on co-operative stores surrendering a portion 
of their stocks for the benefit of the un-co-operative public. 
The result has been to lead co-operators lo revise their policy 
of non-intervention m politics, and definite efforts have been 
made to get into Parliament candidates for a co-operative 
party. As has already been stated, a further result of this 
change of policy has been promotion of an alliance between 
Co-operation and Labour The gam to the Labour Party from 
such an alliance would be very gfreat. The co-operators, with 
their four million families and capital of one hundred and fifty 
million pounds, possess great potential power They have 
already given credit to strikers, providing food, and cashing 
investments of the Trade Unions. It is possible that they 
may be able to develop industries so that, in case of a nation¬ 
al strike, they could keep the strikers provided with nccess- 


1 Faber. Co-operation in Danish Asnculture, pp. xii-xv. The 
writers of ‘Rural Reconstmction in Ireland’ remark (p 163) —The 
hi&lory of co-opeiation in this mdnstiy (beekeeping) indicates lhat 
separate societies for comparatively subsidiary industries do not succeed. 
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aries and save them from the pressure of poverty. Moreover, 
the co*operative movement in England possesses well organi* 
sed Education Committees, Propaganda Committees, Women 
Guilds, etc., that can be used with effect to influence public 
opinion tn the case of a national dispute. What the co» 
operators have to gain is not so clear, except some assurance 
against a repetition of the commandeering of their food stocks* 
It IS not yet certain whether the alliance will prove permanent. 
The attempt to send to Parhament special co-operator members 
seems for the time being to have proved a failure- The whole 
idea of co-operation is opposed to strikes or strife, and the 
compulsory element in Trade Unionism is incompatible with 
the individualism of its new ally. 

From the above it will be seen that while a society may 
have one object, the organisation may be put to quite a diff* 
erent use, which may or may not be compatible with the 
original object.^ The stated objects of a society may simi¬ 
larly be very different from the advantages which the pro¬ 
moters hope Will accrue from it- The mam basis for the 
enthusiasm which co-operation gives rise to rests in the in¬ 
direct results. Gide, for instance, writes.*—All co-operative 
associations possess considerable value/ they teach thcir 
members not to sacrifice any part of their individuality or 
their spirit of enterprise, but to develop their energies by 
helping others while helping themselves, to place the end of 
economic activity in the satisfoction of wants, not in the 
pursuit of gain to raise the moral level by doing away with 
advertisement, fraud, the adulteration of food, to abolish all 
the methods by which men exploit tbeir fellow men, and all 
causes of conflict 2 


1 In Egypt, jt IS leported lhat Co-operative Societies were used by 

the extremist patty fat their pobUCaleads and then dropped when the 

political purpose had been served, the result was the failure of many 
societies 

2 Political Economy, p, 495 
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It is this educational and moral value of the move= 
ment that attracts the patriotic and the public-spirited. Co= 
operation not only develops the latent business capacity of 
farmers, it produces leaders, it encourages the growth of the 
social virtues/ honesty and loyalty become imperative,- the 
prospect of a better life obtainable by concerted effort is 
opened up, the individual realises that there is something 
more to be sought than mere material gain for himself. Co-¬ 
operation instils into men's breasts ideas of hope and pro= 
gress and revolutionises their outlook on life. When, however 
the question is one of defining the ob|ects of a society, it is 
advisable to exclude political and religious ends which may 
lead to misuse, and to concentrate on one or more of the 
many factors that lead to increase of wealth or on the removal 
of one or more of the many defects that lead to poverty. The 
objects of a society should be to give elfect to the teachings 
of economics, 

In order to complete this chapter it is necessary to re¬ 
produce the definitions in the Bombay Act (Vll of 1925) which 
reflect the classification there adopted:— 

(1) A "Resource Society” means a society formed with 
the object of obtaining for its members the credit, 
goods or services required by them, 

(2) A "Producers' Society" means a society formed 
with the object of producing and disposing of goods as 
the collective property of its members and includes a 
society formed with the object of the collective 
disposal of the labour of the members of such society, 

(3) A "Consumers' society" means a society formed 
with the object of obtaining and distributing goods to 
or of performing services for its members, as well as 
to other consumers and of dividing among its members 
and customers in a proportion prescribed by the rules 
or by the by-laws of such society the profits accruing 
from such supply and distribution/ 
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(4) A "Housing Society" means a society formed with 
the object of providing its members with dwelling 
houses on conditions to be determined by its by»Iaws/ 

(5) A "General Society" means a society not falling 
under any of the four classes above mentioned 

(6) A "Federal Society" means a society, not less than 
three fourths of the members of which are societies. 

(7) A "Farming Society" means a society formed with 
the object of promoting development of land, and 
better methods of cultivation by means of improved 
seeds, manures, iriigaiion, bunding, tractor ploughing, 
gully plugging and soil conservation. 

Explanation A "Farming Society shall be of two 
classes—(0 a Better Farming Society Oil a Co-operative 
Farming Society 

(1) A "Farming Society" shall be classed as a Better 
Farming Society if the predommantobject is the application 
of improved methods of cultivation. A Better Farming 
Society includes a crop protection society. (2) A Farming 
Society shall be classed as a Co»opcra{ive farming society if 
the predominant object is the application of co-operative 
methods by the holders and in respect of cultivation (Bombay 
Act XIV of 1949). 

The Registrar shall classify all societies under one or 
other of the above heads and his decision shall be final.' 

A society formed with the object of facilitating the opera* 
tions of any one of the above classes of societies shall be 
classified as a society of that class 


1 Provided that the Registrar for reasons to be recorded in writing 
may alter the classification of any society from one head to another 
head or from one sub head to another sub-head. 
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For some reason or other, there seems to be more 
unnecessary controversy over the question of liability of 
members of co-operative societies than over any other- The 
undoubted benefits of retaining unlimited liability in small 
rural credit societies are so marked that an impression has 
gained ground that unlimited liability was deliberately adopted 
in order to secure those benefits, white on the other hand, this 
principle is regarded as a stumbling block to the spread of co¬ 
operative credit in such countnes as England and America. 
As an instance of the first, there may be quoted Mr- Wolff's 
remarkable statement that "Raiffe isen adoj-ted unlimited habl- 
Ijty In order that societies should stand on no etiquette with 
candidates, consider well whether such were eligible and 
junsparingly supervise them/'* The simple fact is that when 
Raiffeisen founded his first societies, there was no privilege of 
limited liability accorded by the law. Of the second view there 
may be quoted, as m instance. Professor Carver's opinion 
that in the United States the principle of unlimited liability 
would absolutely prevent Us being even seriously considered 
by fairly prosperous property-owning farmers.* It so happens 
that unlimited liability is the ordinary rule of business 
and of many social institutions and is only replaced 
by limited liability under special conditions and under special 
regulations. In actual practice, under wise restrictions, it 
possesses no serious dangers. As the late Professor Alfred 
Marshall pointed out, the term Joint-Stock Company in early 
times meant little more than association of a few members of 
the same family, of a few neighbours having intimate know- 


1 Co-operation m India, p 63 Sec Fay, Co-operation at Home and 
Abroad, p 354 (2nd Edn) Jhe German Law of 1867 prescribed 
unlimited liability for all societies The law of 1889 permitted limited 
liability. 

2 Principles of Rural Economics, p. 281 The fault would not he 
with unlimited liability but with lack of mutual trust- 
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ledge of one another, who united their resources, or parts of 
them, for some venture. As a rule the venture was one 
which required a larger capital than any one of them poss« 
essed or else it involved risks, the whole burden of which was 
too great for any one of them lo bear. The joint-stock princi* 
pie in England was for some time applied almost exclusively 
to trade with distant lands* and later to exploit the mineral 
resources of the country- The wild speculation of 1700-1720 
evoked a law, under which the privilege of trading in joint- 
stock could be obtained only by special charter. As each 
member of such a company was liable for all its debts, a 
prudent and responsible man was unwilling to take a share in 
U, even though it afforded reasonable prospects of high gains, 
unless he knew enough of his fellow members to be sure that 
he would not have to bear a great part of the burden in case 
of failure. The first steps towards legalising limited liability 
were taken timidly m England, and it was not until 1862 that 
the full privilege of limited liability was made general.* It 
soon became universal in regard to railroads and is gradually 
spreading in banking and manufacturing, and other industries. 
But nowhere can any person or body of persons claim limited 
liability in any enterprise without sub;ecting themselves to 
certain drastic restrictions embodied m the Company Law of 
the land. Limited liability, then, is a privilege of quite modern 
introduction, hedged round with conditions. These conditions 
are not suitable for such small societies as village banks or 

1 The East India Company is a conspicuous example. 

2 Marshall, Industry and Trade, pp 312-331. Limited liability was 
allowed to a certain degree by an Act of 1825, and another of 18^. 
Liability may be limited by the amount of a share A share may be 
fully paid up, in which case the holder has no {urtbei liability except to 
refund dividends improperly paid, or only partially paid-up, in which 
case ihe remainder constitutes reserve liabilily Or liability may be 
limited by the guarantee of members to pay a certain sum on liquidation 
m place of, or in addition to, share capital The English Limited 
Liability Act of 1856, at first excluded Banking and Insurance Companies 
and the first India Act (XIX of 1857) was almost literally copied from it. 
Banking Companies in England were allowed limited liability lU 1859, 
and in India in I860 The English Law of limited liability was taken 
from the French Law. 
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€ven ordinary agricultural societies. Where a large amount 
of capital is required for any enterprise, it becomes impossible 
to confine the contributors to members of a small circle 
sufficiently intimately acquainted with each other's affairs to 
ensure that mutual trust which is essential when liability is 
unlimited. It is also true that where the shares in any enter=' 
prise are drawn from such a wide circle that mutual acquaint 
lance of an intimate nature cannot be guaranteed, then un¬ 
limited liability is dangerous. Quite apart from what the law 
permits or does not permit, unlimited liability bas been found 
to carry with it certain advantages of considerable importance 
in a Co=operative Society. In the first place, it is the cheapest 
form. It is the only security that can be developed in a very 
poor community; it is the only security on which working 
capital can be secured for the business.* Schu tze»DeUt£sch 
considered this unlimited liability indispensable at the beginn* 
ing, in order to put all on guard m an association composed 
of persons not yet accustomed to forethought in financial 
iTiatters. It would oblige each to watch his associates as well 
as himself. Later on. when the members have become better 
trained and acquainted with each other, and lenders appreciate 
their credit value, they might limit their responsibility.* 

Actually this takes place automatically for as societies 
accumulate their own funds, shares and reserve, the unlimited 
liability becomes of decreasing importance, until the stage 
is reached when the society possesses all the funds its mem® 


J Sir H Plunkett’s Evidence before the House of Lords Committee 
“The moment you begin to say—^Well after all, it only costs us so much if 
the bank bursts'—the bank will bursC’ Cf. also Carver, p 281 
Among a few very poor farmers, no one of whom owns more than a 
very few hundred dollars worth of property, and all of whom are about 
equally wealthy or poor, the prmciple of pnliroited liability is essential 
Ml Older to secure credit on favourable termsand is no serious drawback 
from the standpoint of the individual farmer. The old Transvaal & 
Orange Free State Laws did not allow limited liability to Co-operative 
Societies. The Union Act of 1922legalised it 

2 Cf Herrick, pp. 272-273: Experience has fully proved the truth 
of this But by the time the members can limit their liability they have 
learned that there is nothing to fear from unlimited liability, wisely 
controlled 

4 
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Ijers require, borrowinys from outside cease, and the members 
have no liability at all. Experience will show* whether this 
■vrill be accompanied by a weakening of the co-operative 
spirit. 

Schulse-Dclitzch and his immediate successors warmly 
advocated unlimited liability, but the national convention of 
his societies in Germany in 1894 passed a resolution favour- 
able to limited liability and in 1896 declared that no distinction 
should henceforth be made in the matter-' The House of 
Lords Committee on the Thrift and Credit Bill regarded un * 
limited liability as a wholesome condition it creates con* 
fidence among intending depositors, secures careful disenmin* 
ation on the part of the managing members tn the lending out 
of the bank's money to borrowers and also secures some 
assurance that the money will be used for the purpose for 
which it ts borrowed 

The value of the unlimited liability of a poor member 
cannot be gauged otherwise than by experience. Even 
Mr Wolff, when giving evidence before the House of Lords 
Committee, agreed that the unlimited liability of borrowing 
member who had borrowed to the full extent of hts credit 
was not worth much, and seemed to admit that the unlimited 
liability was practically only the liability of the benevolent 
man, the squire or some person of that kind, who gets nothing 
from the risk he runs it will be remembered that Raiffeisen 
tried to keep the big landowner m the society, even though 
m such a case the poorer members arc inclined to yield the 
control to the rich ^ The disinclination of those better off to 
join credit societies is, of course, not unreasonable where 
the societies are not corporate bodies The system known 
as unlimited liability m Germany is well calculated to frighten 
away the more wealthy farmers. There, a creditor may sue 
any member for his debt and recover from him and leave 


1 Cf Herrick, p 275 

2 Herrick, p 293 
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him to recover from the other members. In England, where 
there is unlimited liability without incorporation, the difficulty 
is surmounted by appointing trustees who control the funds, 
enter into legal contracts, etc., and so become the defen-® 
dants in any suit. In India, societies are corporate bodies, 
and it is the society, and not the members personally, which 
enters into contracts. Accordingly, the unlimited liability 
of the members is, what is termed, unlimited contributory 
liability,- that is to say, the members are liable to make contri¬ 
bution to any deficiency in the assets on winding-up They 
must make good this deficiency somehow, even if the richer 
have to bear most of the burden, but as it is only liability for 
capital borrowed <in the way of loans and deposit) and as 
borrowing by the society is controlled by the members, the 
latter are \n a position to control their own liability. It cannot 
be doubted that even in these circumstances the more well-to- 
do cultivators prefer to stand out, but experience shows that 
their fear is not well grounded. However, in India, we can 
hardly expect more public spirit than Is shown in more advan¬ 
ced countries such as Ireland, where we read that when credit 
societies began to spread into districts where comparatively 
well-to-do farmers might have loined them, these men were 
frightened away by the prospect of being responsible to an 
unlimited extent for their neighbours-^ 

Where all the funds belong to the society <as share capital 
and reserve), there is no liability, and there is some danger 
that the ties which bind the members together will be loosen¬ 
ed. The fact that all the members are jointly and severally 


1 Rural Reconstruction id Ireland, p. 142. The distinction bet- 
ween limited and unlimited liabitity is clearly put m section 60 of the 
original Indian Limited liability Act (XIX of 1857)—“In the case of 
a company being wound-up by the court or voluntarily, the existing 
shareholders shall be liable to contribute to the assets of the company 
to an amount sufficient to pay ttie debts and liabilities of the company, 
and the costs, charges, and expenses of winding-up the same, with the 
qualihcation that if the company is limited no contribution shall be 
required from any shareholder exceeding the amount, if any, unpaid on 
the shares held by him This is reproduced m more elaborate form in 
the present Companies Act’. C£. Se^on 15S (i) and (iv) 
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liable for outside debts involves many consequences <1) 
members must be selected, as obviously every one vrants to 
be sure that a new member will be ^le to bear his share of 
the common burden/ <2> members must be formally admitted, 
so that there will be some proof that they have accepted legal 
liability for the debts of the society as they stood on the date 
of admission/ <3> members must be allowed to withdraw in 
case they find the society incurring a heavier liability than 
they desire to share in, <•!> the liability of past members 
must continue for a period, so that the surviving mem* 
bers have opportunity to proceed to liquidation if they 
consider that, in consequence of withdrawals, the liability 
IS becoming too great for them, (5) members must not 
be allowed to transfer their share or Interest to any one they 
please, but must only transfer to or through the society, for 
the survivors must be sure that the transferee js fit for his 
liability, * (6) the members must be able to ctpel any one 
whose liability is worthless, or who has pledged it in another 
society of unlimited liabilitv and to taXe action against 
defaulters by arbitration procedure, (7) the list of members 
15 the list of persons liable and so must be kept up to dace/ 
the date on which any one ceases to be a member must be 
carefully entered, as from this date commences the period of 
liability of a past member / (8) accounts must be smelly kept 
and duly audited so that the evtcnt of the liability can be 
definitely established, and all members must have the right 


1 A Joint-Stock ConipaDy can ordioanly only object to the trans¬ 
feree if the share carries a reserve liability . if it is fully paid-up the 
holder has the right (o sell freely. Ao extreme case nail illustrate the 
point Suppose 3 society or company, »itb a large reserve liability, i* 
tottering towards bankruptcy , in the absence of any lesiiicnocs 
the shareholders could sell to the nearest lunatic or ramor for a nominal 
sum as the lunatic or minor has no legal liability, the reserve 
liabibty would be worthless There is a proposal under consideration 
to amend the Companies Act so as to empower Directors to expel a 
shareholder from a joint-stock bank for conduct prejudicial to the 
interest of the bank, such as defaming its credit, organising a run on 
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to see the accounts/' (9) amendments to by-laws must require 
a considerable majority of the members, as an amendment 
may alter the liability ,• <10> the members in general meeting 
must settle the maximum liability they are prepared to under= 
take and <11> must have full power over the employment 
of funds (12) a reserve fund is desirable to protect the liability,- 
as any loss will first fall on the fund, accordingly (13> a 
limitation of dividend is desirable so as to leave more for 
reserve, (14) members must have the right to secure 
independent inspection of the accounts and in the long run 
(15) to bring about the liquidation of the society and so 
definitely close their liability. In these days it is necessary 
to add that there must be no pressure from outside to make 
the society do what us members consider it unwise or 
dangerous to do, such as to admit Tnember^ or elect the 
Committee on religious grounds. Where liability ts unlimited, 
there must be intimate mutual knowledge between the 
members, and this can only be secured by confining selection 
to a small area. Where liability is limited, there is less need 
of mutual knowledge of each others' affairs, the area can 
be larger, the number of members can be greater and the 
whole transactions of the society can be carried on, on a 
grander scale. The need of the unselfish co»operative spirit 
diminishes, the bond becomes purely an economic one, and 
the educational and moral value of the society declines 
unless provision has been made for some compulsory 
contribution to an education fund, the management of which 


1. A public company and Co-operauve Society sre compelled by 
law to Viave their accounts properly audited. A private Bun is under no 
such obligation and it is very excepUonal for a privSite firm to submit 
Its accounts to an outside auditor. 
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Will serve to remind members of their duty to the 
society.' 

Unlimited liability is protected by the points noted 
above/ in a credit society it is further safeguarded by the 
restriction of loans to productive purposes, so that the 
borrower will be financially stronger after expending the 
loan than before, by the insistence on sureties and on punc* 
tualiiy of repayment/ by supervision of the expenditure on the 
object of the loan and the power to recall if the money is 
misapplied/ and, finally, by the building up of a compulsory 
reserve which is declared indivisible, even in the event 
of dissolution of the society- Thus, if the expenditure of a 
sum borrowed yields less than itself in return, the loss will 
fall first on the member, secondly on his sureties, thirdly on 
the reserve, fourthly on the share capital, if any, fifthly on 
the unlimited liability of the members and finally on the 
creditors of the society. Experience shows that the protec¬ 
tion of the latter is complete where there is effective machi¬ 
nery to enforce liability through prompt liquidation of bad 


1 The Co-operative Planning Commiiiee have observed that m 
most Provinces, however, unlimiied liability has not been very helpful 
to the progress ot co-opeiaiive credit. In most Provinces the trend 
of thought IS in favour of limited habiUty "We recommend therefore 
that except where untimited Itability Has produced good results, tlie 
liabilitv of the reformed and le-oig^msed society should be limited 
There may. however, be cases in which unJiinned liability is more 
appropriate For instance, the adoption ot iunited liability may pre 
vent the benefit of «>.operaljve credit being derived by Derspns 
small means who have no ianglble milrity io offer for Idans 
Similarly for Sotiedes which cpvei one villase and do not con'am 
multiple functions, unlimited babibty may be more suitable Under 
Uiese conditions we would reennraend that a free hand should te 
allowed to the agncultunsjs lo form thetc societies either on litniied 
or uoliiniied liability basis'’., . This ^commendation was endorsed 
by the Fifteenth Conferepce j)f-Jfegisirers of Co-operative Societies 
11947) In 1951-52, there were 30, 904 primary agricultural cradii 
societies with limited Inbrhty as against 77,021 with unlimited 
liability The distribution for some of the States was as follows — 


Bombay 

Madras 

UP 

Mysore 


Limited I lability 
2.090 
99 
24,02 
J.269 


Unlimited liability 


7 790 
16616 
2 991 
1 313 
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societies. But where defects are allowed to continue without 
the intervention of the Re^strar, no safeguards, however 
carefully designed, will prevent disaster. 

A further protection of the creditor was evolved in Burma 
Jjy grouping societies into Guarantee Unions, each society 
in a Union guaranteed the loans of other societies from 
Its financing agency up to an amount equal to its own borrow.*- 
mgs of the previous year. This type of Union spread to 
some other provinces but it has not proved a success when 
put to the test. It broke down completely in Burma^ and is 
a failure m the Central Provinces.* In Madras, the earlier 
unions were both supervising and guaranteeing but as a result 
of criticism, a new type of union developed which did not 
guarantee but only supervised With the financing of 
societies it had no direct connexion.* But central banks still 
insist on applications for loans by affiliated societies passing 
through these unions who recommend at their discretion** 


1 Report of the Commiiiee on Co-operatjon m Burma (1929) 
paras S2>54. 

2 Annual Report for 1927 

3 Report of the CoimniUeo on Co-operation m Madras, p 25, 
para 21. 

4 In Bombay the machinery of supervision consists of taluka 
supervising unions, district supervKion committees and the Provincial 
Board ot Supervision vnlh the 'Kegiswat as Cbatinan and eleven 
representatives of Societies as members of the Board The supervi¬ 
sors are treated as tempoiarv Government servants 

The All-India Rural Credit Survey Committee arc of the opinion 
that “Supervision should be invariably treated as the legitimate func¬ 
tion of Apex banks and co-operaiive central banks They are well 
fitted for this role because ol the intimate relations which mav be 
expected to exist between them and the societies Besides as finan¬ 
ciers of the societies, they have to safeguard their own interests 
and ensure the soundness of the operations and solvency of the 
societies” All-lndia Rural Credit Surve>—Vol 11 p 462 In his 
recent report on Co-operation, Darling has differed from this view 
“In the undivided Punjab it (supervision) used tc be the joint res- 
ponsibiUty ,of the Provincial Co-opciativc Union and the Co-operative 
Department A Central Bank, it was held, was justified like any 
other Banic in satisfying itself that the nnancial position of its clients 
was sound, but it was not its function to copcem itself with, their 
internal arrangements, or with any other aspect of tbeir affairs" (p 15) 
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The question of interest has always played an important 
part in the co-operative movement In the industrial world. 
It has for long appeared to the w'orkers to be unfair that the 
owner of capital, should receive not only a fair rate of 
interest, but also a profit in addition, and worst of all, a 
control over the industry To their mind it seemed that a 
more lUSt arrangement would be to give a fair interest on 
capital, and to distribute to the workers the profits accruing 
from their labour, while the control of the industry might 
well be partly, if It could not be « holly, in their hand. The 
English co-operative movement has undoubtedly achieved 
a great measure of success m this direction Capital receives 
five per cent interest and is completely ousted from control 
Even although one significant result of the movement has 
been to place a little capital in the hands of each co-operator, 
amounting in all to a very large sum, the temptation to give 
capital a right to profit or control has been sternly resisted 
Self-help and thrift have been the chief means whereby co¬ 
operation has won this success 

In agriculture, the conditions arc so widely different from 
those surrounding other industries, that selWelp and thrift 
alone could not help the cultivators to surmount their difficul¬ 
ties. The cultivator receives neither a weekly wage nor a daily 
profit. He has to wait several months for the return on his 
labour, and, except where mixed farming is the rule, he 
receives his income at only one or two seasons in the year- 
Further, although over a long penod of years, a good a^verage 
return is practically certain, he is constantly subject to the 
caprice of the weather and can seldom foresee, any distance 
ahead, whether the next harvest will be a bad one or a bum- 
U fot sacti seasAiKS as sW catevasoc 

needs credit, and, needing credit, must pay interest- Now 
everywhere and in almost every country and throughout alt 
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historical time for -which records exist there is, and always has 
been, a class of persons who seek to make profit from the 
cultivator's necessity. The independent nature of his calling 
and his habitual neglect of accounts render him a peculiarly 
easy victim, while, wherever he possesses transferable rights 
m lands, the security thus available makes him a peculiarly 
safe victim. Of this, one result is that the small peasant pro.*- 
prietor is generally overburdened with debt, and another is 
that co-operative credit is now being widely, almost univer¬ 
sally. advocated for him The question of interest thus calls 
for somewhat detailed treatment. The subject is, unfortuna¬ 
tely, for calm economic discussion, mixed up with religious 
doctrine, and, accordingly it may be of some advantage to 
begin with a brief historical survey. 

It is not improbable that the objection to interest arose 
from the fact that in early times the investment of money for 
productive purposes was little resorted to- Even under the 
system of self-sufficing agriculture, the need for productive 
credit would be small, in every age, however, men are apt to 
have needs or desires beyond their immediate means to satisfy 
so that borrowings for purposes not ordinarily classed as pro-^ 
ductive would not be unknown- It is thus not impossible that 
the prohibitions against interest were aimed at unproductive 
expenditure.^ Certain it is that as the opportunities for pro¬ 
ductive expenditure on a large scale have increased, the an¬ 
tipathy against all interest has been changed to antipathy 
against excessive interest or usury 

In ancient India, the Hindu law givers seem to have aimed 
at controlling the rate rather than at prohibiting interest 
altogether. Manu allowed 15 per cent, per annum on secured 
loans, and 24 per cent per annum on unsecured. The rate 
was to be higher for low caste people than for high caste. 
The highest limit to which interest was to be allowed to 

1. Cf. Ashley • Economic History. Book 1 Ch III also Taussig, 
Principles o£ Economics, Vol n p 31. 
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accumulate was double the amount of the principal (Damdup- 
pat) Usury was condemned.* Compound Interest was for* 
bidden/ one shall not pay or receive an interest beyond the 
annual or what is unapproved or unaccumulated, not com^ 
pound interest, nor periodical interest, nor that which is 
privately stipulated nor corporeal.* 

Amongst Christians the precepts of Deuteronomy® have 
formed the basis of a long senes of efforts, at first to suppress, 
and, later to control the taking of interest For centuries the 
matter was regulated by the law of the church, and penalties 
of a religious nature were presenbed. So long as there was 
iittle opportunity for the accumulation of wealth and equally 
little scope for its investment, the law of the church sufficed 
to restrain Christians from practising money-lending- Agri¬ 
culture was confined to producing the requirements of the 
household, it provided little materia) for trade. Trade 
and commerce were undeveloped, and credit, as now 
understood, was hardly known- Where funds were needed 


1 Cf- Professor Kale’s Indian Econooucs, pp 442-443, 2ad Edo 

See also Tbe Cambridge History of India, Vol L The Vedie lodiaa 
was an inveterate gambler, and he seems always to have been ready 
to incut debt As a result he tnisht be leduced to slavery (p 9Si 

Wg read of wife or cb/ldrcn pledged or sold for debt In a Jaui» 

tale, money-lending, trade, ullage and harvetting are named as four 
honest callings til8> AccordinR lo Vas^hiha, the rate of 

interest varied with the casie, (he highest piling two, the nest 

caste ihiec per cent per menth, and so on. The same anihor piobibils 
Brahmins and Kshatrivas fiwn bemc usurers (248) The old SuWa 
rule, confirmed by Maao, permits interest at 15 oer cent annually, 
but for men of low caste the interest may be sixty per cent, this 
)s where there is no security No stipulation beyond five per cent 
per nieasem is legal Pebts urpaid shall be worked out by labour 
by men'of hw caste (287) Cf also Samaddai's Fconomic Condition 
of Ancient India The food offered by a usuier was forbidden to 
the Gods and also to the Btahmins 

2 English translation of Manu Smint by G N Jha, Vol VIJI- 
P. 153 

3, Deuteronomy, XXIII,. 19-20 ‘Thou 'halt not lend upon 
usury to ihy brother, usury of money, usury of victuals, usury w 
anything that ts lent upon usury' unto a stranger thou mayest lend 
upon usury. but unto Iby brother fbou tbaJt not lend upon usuiy 
Under this precept Jews could lend on usuiy to non-Jews and so 
became the money lenders of the Western world <i;hristiar)S wett 
not supposed to lend on usury to other Christians 
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for the prosecution of any enterprise, they could be 
obtaiiied by including men of wealth to share m the 
risk and the gam. So long as there was no fixed return promU 
sed for the use of the money, but an uncertain profit, there 
was nothing unlawful in lending. With the steady advance of 
civilisation, however, the law of the church alone seems to 
have been considered insufficient to prevent the spread of 
money-lending and there began a long senes of elForts to 
check the practice by legislation, the first English Statute was 
enacted in A-D. 1488. This declared void all contracts for 
lending anything at interest, and rendered the patties liable to 
a fine of one hundred pounds- A few years later the penalty 
was altered to the forfeiture of one-half the money lent. This 
proving insufficient, it was enacted that all parties to money* 
lending "shall be set on the pillory, put to open shame, be 
half a year imprisoned and pay twenty pounds " All these 
measures failed to suppress usury, and, m consequence, it was 
next attempted to control the rate of interest. In 1546, usury 
was declared unlawful and the maximum rate was fixed at 10 
per cent. In the ensuing years, this rat*- was reduced, until 
In 1714 It was fixed ar 5 per cent, the penalty for disobedience 
was a fme of three times ihe money lent. T rade was rapidly 
expanding and it now came to be seen that these laws were a 
serious impediment, so in 1834 promissory notes and bills of 
exchange were exempted. In 1855, it was realised that the 
attempt to control the rate of interest was as much a failure 
as the attempt to suppress usury altogether, and the usury 
laws were repealed ‘ 

The modern tendency now is to control the lender by 
refusing him the aid of the Civil Courts unless he complies 
With certain regulations Usury, however, is still an offence 
punishable with imprisonment in Germany and many States 


J‘ Cl C L Collard The Money Lenders’ Acts pp 1-2. 'also 
Lipson s Economic History of EnslaiJd In mediaevaJ times all money 
lendei’s property was confiscated on his death 



60 THE LMV AKD PRINaPEES OF CO-OPERATtON 

of America. Another tendency is to give the courts power 
to go behind a bargain agreed upon by the parties and to 
award such rate of interest as may seem reasonable. The 
English Money Lenders' Acts give effect to this, and the 
provisions designed to achieve this end have been repeated in 
India in the Usurious Loans Act.* 

A further tendency, as in England (Act of 1927) is to 
make compound interest illegal 

The verdict of history seems to be that the attempts 
to suppress usury failed to achieve their obiect The laws 
retarded economic development / they encouraged the hoard¬ 
ing of money and jewellery and led inevitably to schemes 
of systematic evasion. For instance, it is easier to punish a 
man than a corporation, so that a town might lend when 
a man could not, and instances of this frequently appear** 
The laws broke down before the great expansion of 
industrial and commercial activities of the sixteenth and 
seventeenth centunes. One very important effect resulted 
which has left us mark on England and Europe to the present 
day. The prohibition applied only to Christians The Jews 
were allowed to charge interest from gentiles and accord* 
ingly, they acquired a monopoly of financial business and 


1 The economic depression of 1930 brought about a cnsi* lO 
agiicuUuie and Government enacted between .930 and 1940 a senes 
of lawi to protect the cultivators These included the sesLag down 
of debls, legulatioD of the money lending business, reduction of th* 
rate of interest, exeniption from attachirrot of items of debtor’s 
property etc 

Compound interest was jvobibited in Assam. Bihar and 
bad The maxiuium rate of mterest was reduced to 9 per cent for 
secured loans in Madras, Bihar, Orissa, Bombay and Bengal, and 
that for vJQ'ecurtd loans to 12 pet cent m Bihar, Onssa. Bombay 
and to 15 per cent in Madras and 18J per cent in Ihe Punjab. The 
rule of damdupat was emodied in many Acts The Rural Credit 
Survey’ has revealed that “money tending legislation has hid b*"* 
effect on what the cultivator is actually charged as interest by Ae 
money lender Proportion of borrowing at rates higher than the 
stipulated ttiaxitrvum was around 85 per cent m West Bengal, Bihar, 
Madras, Onssa and Hyderabad and about 65 per cent in Madhya 
Pradesh and Pepsu" —Al)-Irdia Rural Credit biirvey, Vol II p 

2 Cf Lipson, p 530 
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financial power which has placed them in a position of great 
advantage. In consequence, or perhaps it would more be 
correct to say in part consequence, they have incurred 
widespread unpopularity and have suffered cruel persecu® 
Tions. The position IS not without a parallel in the Western 
Punjab. 

The experience of England suggests that the tendencv 
of remedial legislation, which increases the money lender's 
difficulties and diminishes his profits, may be to send up the 
rate of interest in the ordinary money lender's transaction. 
This rate is always high The lender has to run considerable 
risk, unless good security is forthcoming / he has to face 
constant difficulties m enforcing his contract and suffers 
frequent losses*. His interest charges must cover these risks, 
must allow for these difficulties and must recoup him his 
losses, and, perhaps, in addition, they should recompense 
him for the low esteem in which he is commonly held. A 
considerable portion of his business would not be effected 
by the introduction of any alternative system of credit, how¬ 
ever widespread it might be There will always be im¬ 
provident people, expectant heirs, or even men in good 
business suddenly placed m a position in which they are in 
urgent need of ready cash but without a marketable security 
which they could offer to a bank. But from many of the 
evils attendant on moneys^Iending the only practicable means 
of escape seems to be a sound system of thrift and co-r 
operative credit, spread throughout the land and rendered 
available to all whose character and reputation show them to 
be deserving of trust. 

From the above it will be seen that the attitude towards 
interest adopted by the mass of any people must have a very 
impentam iiiTiuence on fncir maiena'i progress In Europe, 
lews amassed wealth, while Christians remained poor. In 
India, and probably elsewhere, Muslims have remained back-* 


J Walsh Usurious Loans Act. p lu 
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ward while other races have advanced. The refusal to 
take interest in any form entails, a complete abstention 
from banking and other transactions involving credit. 
out trade and commerce on a large scale, no country, no 
people can amass ■wealth, and without wealth there can be 
none of the many amenities of civilisation requiring the 
expenditure of large sums of money. Many Muslims 
refuse to take part in trade/ many are discouraged from 
practising thrift for lack of the incentive which exerts so- 
powerful an influence amongst other peoples. A poor people 
cannot pay much in taxation and so cannot enioy such things 
as free education, the benefits of large public works, such as 
metalled roads, railways, bridges and harbours, and without 
these they are compelled to waste time, energy and strength, 
which could be devoted to better ends It is considerations 
such as these which have led some friendly critics to deplore 
the prospect that Muslims must always remain backward. 
Were this inevitable, then the future for a large portion of the 
population of India would indeed be gloomy, but it is possible, 
it IS probable, that a solution will be found m co.-opcration. 
Co-operative credit seeks to remove the objections to interest 
by reducing it to the bare minimum required to attract the 
money needed, and when there has been accumulated a sum 
sufficient for the needs of any community, there no longer 
remains even this need for the payment of any interest at all. 
In several societies already a stage has been reached when it 
IS no longer necessary to charge any interest on loans. 

The co-operative movement deserves the close study of 
Muslims as it seems to offer the only solution of their difficult 
ties in regard to interest. Laws controlling the rate of interes* 
have not succeeded The expenence of other countries con¬ 
firms that of England In Austria, for instance, similar laws 
have proved in vain, the stricter the law the greater was the 
cunning of the money lender m circumventing them ’ Of 


1 Faber , Co-operation in Danish Asnculture, p 10 
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Spain it is said that the law of 1909 is almost everywhere 
frustrated*. Were there any success to record, it would have 
been published abroad, but nothing of this nature is forthcom^ 
ing. The only solution seems to be to confine the attack not 
against all interest but against excessive interest- 

If this be accepted, the question arises 'Vhat is a fair 
interest"? Interest uself is not easy to define. It, in early days, 
meant any payment for the use of money, and the idea seems 
to have involved a fixed fee so that a share in any enterprise 
was not included- Later interest came to mean compensation 
for non*fulfiIment of a contract, so that while a lender could 
not charge for money repaid within a stipulated time, he could 
receive interest for deferred payment. In the Usurious Loans 
Act it is defined ^section 2, clause 1> to include the return to 
be made over and above what was actually lent whether the 
same is charged or sought to be recovered specifically by way 
of interest or otherwise. This definition limits the term "prin¬ 
cipal" strictly to the amount of cash or kind advanced 
where a lender deducts the interest m advance and hands over 
the balance to the borrower, the principal sum is that which 
Is handed over- In this sense, miercsi means not only the 
charge for the hire of the money <or wages of capital) but 
includes so much of the costs of borrowing as are paid to 
the lender. In a good co-operauve credit society, these costs 
should be very small. Ordinanly by "interest" is meant that 
sum which will induce an owner of money to part with it tern® 
poranly under conditions which include a practical certainty 
of its return. The rate of interest, thus defined, is easily 
ascertainable with sufficient accuracy from the return accrue 
ing on government paper at the current price. Thus, if Go^ 
vernment paper for Rs. 100, bearing interest at per cent 


1 Ward • The Truth about Spam, p 299 But m comparatively 
recent times the German Legislature has brought back the legal 

g rohibitioD of usury Usury is sUH regarded a^ a criminal offence, 
ut the definition of what is usury is not stnet Ashley • Economic 
History, Book I, Ch III 
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is purchasable in the open market for Rs. 60, the rate of in* 
terest is per cent The rate, thus calculated, is usually 
the minimum rate at which money can be borrowed. It varies 
with the demand for money and the supply at any given time. 

To this sum, in ordinary transactions, there must be added 
something in consideration of the fact that the security offered 
IS not so good as that offered by Government. This addition 
IS really of the nature of insurance against loss, and over a 
long senes of transactions u should be sufficient to make good 
all losses due to defective security. It depends upon the 
security offered, i e. upon the nsk of lending * 

A further addition may have to be made for the cost of 
collecting the loan, especially if the borrowers do not rcpnv 
punctually and willingly. 

A further addition has to be made for the costs of the 
lender incurred in his business, e. g, office rent, clerk's pay'/ 
stationery, etc 

A further addition may have to be made if the demand for 
money fluctuates widely, if during part of the year some of 
the available money lies idle, earning no interest, then al^ 
the income required under the above heads must be obtained 
from the gross interest charged for the period during which 
u IS being earned. 

In the transactions of a village credit society these items 
have to be considered and the rate of interest has to be fixed 
so that over a senes of years the society will suffer no loss- 
In so far as the interst charged just fulfils this requirement, 
the society is carrying out the co*operative principle of ren* 
dering services at cost. But prudence suggests that the rate 
of interest should be pitched a litde higher than this, so that 
there will always be something in reserve Practical ct* 
pediency suggests even more, the borrower, it is urged, should 
be made to pay a little more than the cost of tending so that 


1 Or in other words, on the confidence which the lender reposes 
la the borrowers or which the borrower insoires in the lender. 
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there will in time grow up from the surplus a common fund 
which may be regarded as the result of compulsory thrift. 

The building up of a common capital from this source has 
the advantage that those who make most use of the society, 
and so presumably gam most from it, contribute in greater 
degree to the common fund. The main point to bear in mind is 
that, in co-operation, capital is only entitled to a fair interest 
and nothing more , it carnes with it no right to any share 
in the control. 

To complete the brief note on the history of usury laws, 
it may be of interest to note that, m India, by an Act of 
1773, the maximum rate of interest was fixed at 12 per cent 
per annum, but by Act XXVIH of 1855 all usury laws were 
xepealed and the interest agreed upon by the parties was made 
legally recoverable. The text is as follows : — 

Section II. In any suit in which interest is recoverable 
the amount shall be adiudged by the court at the rate, if any, 
agreed upon by the parties , and if no rate shall have been 
agreed upon, at such rate as the court shall deem reasonable. 

Section IIIWhenever a court shall direct that judgment 
Of decree shall bear interest or shall award interest upon a 
judgment or decree, it may order the interest to be calculated 
at the rate allowed in the judgment or decree upon the prin= 
cipal sum adjudged, or at such other cate as the court shall 
think fit. 

Section IV:—A mortgage or other contract for the loan 
■of money by which it is agreed that the use or usufruct of any 
property shall be allowed in lieu of interest shall be binding 
upon the parties. 

Section V:—Whenever under the Regulations of the 
Bengal Code, a deposit may be made of the principal sum 
and interest due upon any mortgage or conditional sale of 
land hereafter to be entered into, the amount of interest to be 
deposited shall be at the rate stipulated in the contract or, if 
no rate has been stipulated and interest be payable under the 
terms of the contract, at the rate of 12 per cent per annum: 

5 
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Provided that, in the latter case, the amount deposited shall be 
subject to the decision of the court as to the rate at -whicb 
interest shall be calculated. 

Section VI:—In any case in which an adjustment of 
accounts may become necessary between the lender and the 
borrower of money upon any mortgage, conditional sale of 
landed property, or other contract whatsoever, which maybe 
entered into after the passing of this Act, interest shall be 
calculated at the rate stipulated therein , or, if no rate of 
interest shall have been stipulated and interest be payable 
under the terms of the contract at such rate as the court shall 
deem reasonable.^ 


l For a detailed study of Ihe hisiory of European views pis 
inlerest see English Economic Hi'iorv and Theory ’ by W. J 
Ashley, Book f, Ch HI and Book II Ch VT 




CONDITIONS NECESSARY TO MAKE A 
CREDIT SOCIETY CO-OPERATIVE 

In paragraph 3 of their Abstract Report, the Committee 
on Co-operation in India <1915> give a statement of the condi¬ 
tions which they considered must be fulfilled in order that a 
society may be fully co-operative. The Committee were 
referring to credit societies only as they were chiefly 
concerned with the financial aspects of the movement. This 
statement is interesting as Indicating the conception of co¬ 
operation held at the time when the Report was written. Since 
then agricultural co-operation has been thoroughly examined, 
and much fresh light has been thrown on Its real position in 
rural economics. The Committee were rather obsessed with 
the Raiffeisen system of credit and gave far too little attention 
to co-operation as the only system of organisation suitable to 
agriculture. It is not necessary to be poor to derive benefit 
from co-operation, just as it is not necessary to be rich to 
derive benefit from a ioint-stock company, under both 
systems the same amount of capital would be needed to 
achieve the same object. Agriculture differs from other 
industries in that it is earned on by a very large number of 
workers, each of whom controls a certain amount of capital 
independent of the rest Every farmer is, to a certain extent, 
a capitalist, every farmer is also a labourer, a buyer and a 
seller, and he is expected besides to be a highly scientific 
exploiter of the soil. He cannot specialise in all these func¬ 
tions but he can combine with other farmers and share with 
them the expenses and advantages of specialists in each 
branch. Trade, commerce, finance, transport are all organised 
and between them will squeeze from the farmer all the profits 
of his industry, unless he too organises and thereby controls 
his own destiny. It is the rapid organisation amongst those 
with whom he deals that forces upon him the imperative need 
of organisation with his neighbours. The Committee on Co- 
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operation produced a report of great value on Raiffeisen 
credit, and it is to Raiffeisen credit that the following pages 
especially relate:— 

‘'The theory underlyms cooperation is that weak in¬ 
dividuals are enabled to improve their individual productive 
capacity, and consequently their material and moral position, 
by combining among themselves and bringing into this com¬ 
bination a iMoraf eiiort onrf a progrrsiivciy developing realisa¬ 
tion of moral obligation The movement is essentially a 
moral one and it is indhidualtsltc rather than socialistic. It 
provides as a sii&sriiute for motenal assets honesty and a sense 
of obligation and keeps in view the moral rather than the 
material sanction " 

This refers particularly but not exclusively to Raiffeisen 
societies. )t was onginally their particular aim to bring help 
to the impoverished, the neglected, the forgotten provided 
that they could show that they were honest and had produC' 
tive work offering, on which to employ themselves. The 
Government of India recited that the object of co-operaiivc 
credit societies is to substitute for a number of individual 
credits which arc weak because they are isolated, a combined 
credit which is strong because it is united. These will be 
small and simple credit societies for small and simple folk 
with simple needs and requiring small sums only- 

The unlimited liability of the very poor may not realise 
much on selling up but they do not want to be sold up and 
the aversion to this is an added stimulus to honesty. 

The moral element has been strongly emphasised by the 
Rochdale school ‘"Co-opcrauon is a faith as well as a prac- 
tice'V but the hard-headed weavers took care that their 
practice was not unbusmess like. Co-operation must always 
be a serious business undertaking, and business success must 
be assured before higher results can be looked for.' It is 


t Cf Rural Reconstruction m Ireland, p 254 For an exainpl* 
of moral benefits, see Rural Demnars, p. 211. 
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interesting to recall that, tn England, the earliest conflict witK 
authority occurred over that one of their articles of associa¬ 
tion which provided that a portion of their profits should 
every year be devoted to education- This article has been 
conceded in section 34 of the Act, which permits of part of 
the annual profits being devoted to education, medical relief, 
etc. 

The movement is antUsoctalistic, hut the socialists have 
now withdrawn their opposition. It was at one time opposed 
to State aid, until experience showed that agriculture is not 
likely to make much progress unless stimulated from outside.^ 
It is opposed to State control and sets up self-help and self- 
control as its aims. It has from the first appealed to self-help 
and inculcated self-dependence. 

"Hence the first condition obviously is that every 
member should have a knowledge of the principles of co¬ 
operation if this co-operation is to be real and not a sham/' 

Elsewhere the Committee write that "most of the Faults 
found in societies are due to the lack of teaching of true co¬ 
operative principles, and the importance of proper teaching 


I. TTie Second Five Year Plan lays down that “the aim is to 
build up a co-operative system lo which the village community is the 
vital social and economic unit and leadership comes from the people 
The essential function of co-operalive credit, marketing and odier 
institutions which are to be built up in partnership with the State as 
recommended in the Rural Credit Survey will be to assist the develop¬ 
ment on a sound and busincss-like basis of an expanding co-operative 
sector” Second Five Year Plan-Draft Outline, p 71 

The State Co-operative Banks' conference held in May 1957 
recommended that the State’s contnbution should be given direct to 
the apex bant; but indirect paitKipation should be encouraged at 
the intermediate and pnmary levels Sir Malcolm Darling has 
commented that “of the many developments contemplated by the 
Plan, the most debatable is the direct participation of Government 
as a shareholder in the credit side of the movement At the apex 
level there is much to be sard for this, given the paramount necessity 
to increase agriculture production and to supply the cultivator 
with sufficient credit for the purpose. But at the pnmary level as 
far as thrift and credit society is concerned, every excerienced 
co-operator must view it with concern, since It is too likely to under¬ 
mine the iivdependervce and self reliance essential to the -.tTength of 
the movement at its base ” (Sir Malcolm Darling—Report on 
certain Aspects of Co-operative Movement in India, p. 2-3). 
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can scarcely be exaggcrarcd- With this, all who have studied 
the movement will agree. It is repeatedly emphasised in the 
reports of the various Committees and Commissions that 
have sat in the last few years. The principles of co-operation 
are not generally understood and few persons appreciate the 
difference between a co»operanve organisation formed for the 
benefit of Its members, and a corporation formed for pecuniary 
benefit.* 

In England, the greatest attention has been devoted to the 
teaching and dissemination of co-operaiivc principles in distri¬ 
bution. The Irish Agricultural Organisation Society was 
founded "to improve the condition of the agricultural popula¬ 
tion by teaching the principles and methods of co-operation—' 
and in India the Government has acknowledged its duty to 
supply co-operative education through the Registrars and 
their staff. The connection between co-operation and educa¬ 
tion IS of the greatest importance/ so far back as 1879 th« 
English congress was addressed as follows 

"If the mass of your members are not sufficiently instruc¬ 
ted in economic science, in the facts of commerce, m the state 
of this and other countnes, m the history of trade, in general 
knowledge, and, in particular, knowledge of what you aim at 

and how you seek the mass of your members arc not 

sufficiently instructed m these things, there arises a real 
danger to the co-operative movement, your members become 
a hindrance and your possessions become a peril and your 
productive endeavours will continue to be the failure which 
they too often hitherto have been. Your movement is a 
democratic movement tf ever there was one It, therefore, 
cannot repose on the good sense of the few, its success will 


t Cf, Powell See aUo Sinclair .—If we are keen enough it> 
delect the fundamenial principles aid wise enough to utiUce them 
when found, regardless of ibeir source, the success of co-operatiofl 
IS assured 
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•depend on the good sense of the masses of your people...First 
you must educate your members in your own principles 

It is in the moral and educational elements of the move^= 
ment that co-operative societies differ from Agricultural Banks 
^ndLoan Societies. 

"In the formation of a society the first essential is the 
careful selection as members of honest men, or at 
any rate of men who have given satisfactory- 
guarantees of their intention to lead an honest life 
in future/' 

As already noted, honesty and a sense of moral obligation 
are substituted for material assets and hence the essential 
principle that members must be admitted after election. "The 
best security that a Co-operative Society can give is the 
quality of its members" <Luzatti>. What the society seeks 
to secure is a select clientele elected for their presumable 
trustworthiness <WoIff). This is not by any means peculiar 
to co-operation, it is a rule of ordinary banking. "There is 
no respect of persons in hanking. Your doors are open 
to all sorts and conditions of men, except that you draw 
the line at dishonesty" (Rae). U is a banker's business to 
acquire the most accurate information possible regarding 
the thrift, ability, industry and integrity of his clients and 
no banker could advance money to a man whom he knew 
to be dishonest This first condition seems sufficiently 
obvious, and yet objections used to be made to 


1. The Second Five Year Plan has emphasised the urgency of 
the co-operative training of employees of co operative societies and 
of the co-operative education of members and office bearers of 
co-operative societies The comprehensive scheme of co-operative 
-education prepared by the All India Co-operative Union has been 
sanctioned by the Central Coveroment and it is being implemented 
through the State Co-opecatwe. Unsona 'Ihs. yihwae short 

courses of instructions in the pnnaples and practice of co-operation 
and co-operative law for office bearers and members of the manag- 
jog committees of societies Courses are held for members and 
.potential members of societies on the ideology behind the integrated 
<o-operative development scheme and on co-operative principles. 
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the power given in the by=!aws to expel members fet 
dishonesty and bad characters were frequently admitted into 
societies. It is now, however, generally realised that, as the 
members arc all potential borrowers, generally character is 
an important factor in success / and that where liability is 
ualinuted, it is esscattal to make sure that candidates for 
membership are not likely to make this dangerous. The 
importance of the moral elemenl vanes with the liability. 

This condition is secured tn the Act by the necessity of 
format admission of members [see definition of member, 
section 2 (c)l, by rules under section 43 (d) governing admis® 
sion and under section 43 <m) providing for expulsion, 
by sections 14(2) (b) and 22, regulating transfer of shares of 
members, living and dead. Most Provinces have rules under 
section 43 <c) providing that societies shall make by-laws 
dealing with expulsion of members and transfer of shares and 
all English socieues registered under the Industrial and 
Provident Societies Act must as a condition of registration 
determine in their by laws whether shares are transferable 
and provide for the consent of the Committee 

"As regards the dealings of the 30cjeJ>, it should lend to 
its members only ’’ 

This ts provided for lO section 29 Obviously, it is little 
use making elaborate provision for the selection and retention 
of honest members if loans can be made to non-members not 
subjected to the same process. This is the principle of all 
co-operative associations, the confining of benefits to the 
members and must be the object of all societies (see section 4). 
No one would advocate that members should undertake^ 
unlimited liability for the debts of non-members, but. where 
the object is not the provision of credit, there is less objection 
to dealings with these. 

"The loans must in no circumstances be for speculative 
purposes, which, so far from encouraging thrift and honesty^ 
have exactly the opposite effect. Loans should be given only 
for productive purposes or fornecessaries which, as essentials^ 
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of daily life, can fairly be classed as productive. The borrow 
wers should be required to satisfy their fellows that they are 
in a position to repay the loans from the income that they 
will derive from their increased productive capacity, or that by 
the exercise of thrift they can effect a margin of income oven 
expenditure which will suffice to meet the instalments of their 
loans as they fall due"^ 

This condition is, of course, borrotped from ordinar 7 rules 
of sound banking. A banker must knos^ his client, his 
work and his needs. Says Rae, "You will have to satisfy 
your mind in every case, before parting with the bank's- 
money that it is required for legitimate business use and not 
for rash and foolish speculation . ...You will do wisely to 
make it a rule absolute whenever you are invited to lend the. 
bank's money in any shape or for any purpose, to satisfy 
your mind that the means will exist in available form, to 

repay the money when due/.when a man comes to you 

for a loan, unless the transaction is clearly in the direct line 
of his business, you have a right to know for what purpose 
the advance is wanted " 

British banks claim that they provide sufficient souncT 
financial facilities and are not shy In making advances on the- 
strength of their customers' known ability and integrity. 
The larger banks lend far more than the small country banks, 
they absorb and provide adequately for most of the needs 
of the large farmer who can offer satisfactory security. 
Their branch managers are permitted to rely upon their 
personal knowledge of the character, habits, reputation and 
capacity of the farmers in their vicinity and they do in fact 
advance large sums for current business purposes on this 


I l bavi sifA vi 1 -aVread-y laviied -a 

long pamphlet on the sub)ect, based on the opinion of manj" 
writers. Prof. Gide is very dear, «ee also Pernck, Seligman, 
Carver, Nicholson, Duperncx, Hnsbner and others. 
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conditions: to make a credit society co-op. 75 


must be a good chance, a moral certainty of the money lent 
reproducing itself with increase." 

In spite of the obvious soundness of this condition, it is 
the one most frequently broken. The Act itself is silent on 
the objects for which loans may be granted but most 
provinces have rules under section 43 <c> requiring societies 
to make by-laws defining the purposes for which advances 
may be made and Local Governments may make rules under 
-section 43 <0). 

Example of rigid restriction on the objects of loans are 
provided by the Land Improvement and Agriculturists' Loans 
Acts. 

In India a very serious, even a dangerous, relaxation has 
already been permitted in the addition of necessary purposes, 
-but in this same paragraph the Committee insist that "loans 
must be given only when they are really necessary and 
desirable".* Even at the risk of over-elaboration the following 
extract from Mexon's "English Practical Banking" is added, 
*"3 banker will wish for information as to the amount of 
advance required, the purpose for which it is wanted, the 
length of time for which it is required, and the security which 
is to be given for it. Banking advances should be for 
commercial purposes, as an addition to working capital" 
(what are here called "productive purposes") 

Bankers do not necessarily make special enquiry into the 
object of the loans, but it is the duty of managers to keep 
themselves conversant with the circumstances of their clients 
and to satisfy themselves that the money is required for some 
legitimate business purpose. It is here that banking differs 
from money-lending, and it is the neglect of this rule that 
makes the ordinary money lender such a curse to society. 

"When a }oan has be^n given, ii ts essennai that the 
Committee of the society and the other members should 


I Cf WolS —Necessity alone will not justify loans if there 
is no certain prospect of recovery. 
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exercise a visHant watch that the money is expended on the 
purpose /or which the loan was granted." 

This IS merely an adaptation of a general precaution in 
banking. "If you trust people with your money, you have a 
right to at least a general notion of what they are doing with 
It" (Rae). It IS useless making rules as to the objects for 
which a loan may be granted if no steps are taken to see that 
the money is really devoted to the obiect approved The 
insistence on supervision by the Committee is characteristic 
of co.»operative credit but Govertiment also directs its 
revenue officers to see that loans under the Land Improve^ 
meat Act are spent on the particular works for which they 
were sanctioned.' 

Rules may be made under section 43 <g> and <o>. This 
Insistence on supervision by the Committee on the expendi*- 
ture of the sum lent is necessary in the interest of outside 
depositors and under the Friendly Societies Act, a credit 
society IS not allowed to accept deposits from non-members 
unless Its rules provide for this supervision. Prior to 1895' 
such deposits could not be accepted at all, but m that year 
Sir Horace Plunkett succeeded in getting an AmendingAct 
passed. 

’’If It {the money) is improperly applied, it should be at 
once recallea.” 

This IS merely an insistence on honest dealing- The same 
rule applies to loans under the Agriculturists' Loans and 
Land Improvement Acb, Mr. Wolff adds, 'a man misapply¬ 
ing a loan would, of course, not be allowed to borrow again- 
In fact he would be got nd of as being untrustworthy." Loy¬ 
alty to the society must be maintained and this kind of mis- 


1 For a Canadian view, see Ihe Saskatchewan Report, p 49 —* 
‘There exists a sharp difference of opinion as to whether, after loans 
have been advanced, inspeciioa shooM be tolerated to detenoine 
whether the loans bad been so expended, and if not, svbether they 
should be recalled The general attitude is clearly indicated in the 
reply made by a fanner I do not thmfc the farmers would like iL 
but 1 am satisfied ic would be to tlieir 'nteresc. 
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conduct should be a ground for expulsion [Section 43 <in>]. 
There should be a clause m the bond embodying this princi¬ 
ple which should also be included in the by-laws and may be 
made a rule under section 43<m). 

"It IS iuriher advisable to add to the general supervision of 
the society the special supervision of individual members, by 
taking personal sureties in the case of each loan. In the event 
of any default by the borrower an instant demand should be 
made on these sureties." 

No welUmanaged bank would think of advancing a loan 
without security, but in co-operation the primary security 
for all loans should be personal. Says Rae, "never make an 
advance to any one except on security of approved quality 
and adequate value,.....no one is as safe without security as 
with it..... the only rule which insures safety in every case is 

never to make any advance without security.The proper 

time to stipulate foe security should be before the opening of 

an account, not afterwards.The chief objectors to giving 

security for advances arc those who have none to give.no 

doubt there is security of a kind in honest intention, but 
Jionesty itself may be overthrown by unforeseen disaster..... 
no amount of honesty will shield a man from misfortune." 

Government has no doubt upon this point, it insists on 
security for all loans advanced to agriculturists. Some pro.= 
Vinces insist <under section 43<c>) on by-laws providing 
for security and rules may be made under section 43(o>. 

With the exception of the Italian "loan of honour" there 
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is, says Herrick,* no co-operative credit society in Europe 
which does not demand of borrowers as safe security as is 
exacted by an ordinary bank- The question is more fully dis¬ 
cussed in the notes under section 43<o>. The old English 
country private banks used to lend to farmers on the basi. of 
their character, instead of being too exacting in the matter of 
visible securities which the borrower might have found it 
difficult to provide. When the big London companies bought 
up the private banks, it Is complained that they insisted on 
commercial security and that advances to small agriculturists 
declined.* This charge has since been strongly refuted and 
it is clear that, in the effort to secure good business, branch 
managers have wide powers to lend on personal knowledge 
Mr- Darling* found that while in Germany, as m India, the 
primary security for the loan is the character of the borrower, 
and the further security taken is persona) surety, a mortgage 
IS often taken instead- Raiffeisen is said to have been not 
opposed to the use of mortgage as a collateral security, but 
Mr. Darling found a distinct tendency to regard the pro* 


t Rural Credits p 467 Mr SlnckUnd wriles ’The Italian 
loans of honour without security which have been quoted in support 
of an experimental laxity are loan^ given lo non members by those 
urban banks ici which a share is of a large amount beyond the 
means of the poor the device is non co-operative, and it would be 
simpler to issue shares of low value for those who need Ihem" 
(Studies in European Co operation \ol f p 159) Mr Darling, 
however, writes “Loans arc made to members and non members 
alike Honesty of charaaer the sole security there is a. 
special commitlee in touch with the poor, to enquire into the 
circumstances of each case It is characteristic of the Peoples Bank 
at Bologna that it still mamtaiDs this most humane element in its 
business Even if the amount advanced is small, it is a constant 
tetnindct to the bank of its ideals’ (Co-operation in Cermany and 
Italy, p 135) 

1 Cf Pratt Small Holders p 172 Green The Awakening" 
of England, p 238 

2 Co-operation in GermaDy and Italy, pp 24-25 
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petty as more important than character.* He notes that there 
are no rural credit societies for people who have no land 
and quotes Bubnoff as authority for the statement that in 
Russia there were no agticultucat hdjourers as members of 
credit societies as the articles of association forbid advances 
to members who have no immovable property. In the Punjab 
and other Provinces of India, there are hundreds of such 
societies for landless menials and many are highly successful. 

The above ate the conditions relating to loan transactions.- 
In all cases they merely embody the most elementary prin* 
ciples of sound banking and those who advocate elasticity 
take upon themselves a heavy responsibility. Any relaxa¬ 
tion must result in a marked rise m the rate of interest to 
cover the extra risk involved. Cheap credit must be secured 
credit. The interests of depositors alone demand the adop» 
tion of the precautions referred to 

"In the more general matters of the society's business there 
should, of course, be a Committee of management with a 
president and a secreioryi all of whom, except those who per¬ 
form purely clerical duties and have no voice in the manage^ 
mem, should be members of the society and give their services 
to It gratuitously ” 

It is, perhaps, the most curious omission from the Act 
that there is no provision for the constitution of a Committee 
and for giving it a legal status. The Act, however, (cf- section 
22', assumes the existence of a Committee and most Provinces 


1. “Co-operative practice has, by and large, persisted in this 
bias towards ownership as the criterion of creditworthiness inspite 
o! periodical exhortations to the contrary This substantial deviation 
between co-operative principle and co-ooerative practice is only partly 
explained by factors such as the influence which the bigger landowner 
tends to wield over the rural society or the failure of honorary direc¬ 
tion and supervision and the consequent need for co-operation to look 
out for some more tangible fonii of security than character or 
capacity'—(All India Rural Credit Survey Abridged Report, p 
114) The Rural Credit Survey has indicated that the co-operative 
credit system in most States shows a bias against consumption credit 
on the ground that its ontnary preoccupation is ‘productive’ finance 
(based on land ownership) and to that extent the system is bound 
to be automatically biased in favour of the big and large cultivators. 
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direct under section 43 (c) tEiat one shall be provided for in tfie 
by-laws. Local govcinmcnts may make rules under section 
43 (g). The question is fully discussed under this section. 

Gratuitous services were insisted upon by Raiffeisen and 
at first by Luzatti, but not by Schulze-Delitzch/ latterly there 
is a growing tendency towards payment. The Madras 
committee do not recommend payment of punchayetdars, 
except in respect of clerical work undertaken by them. The 
secretary is everywhere frequently remunerated.' The 
Madras Committee condemn the basing of his remuneration 
on profits or loans granted, as was the practice, as this pro¬ 
vides a temptation which should be avoided 

As has been already shown, the control must rest with 
the members and hence the Committee must be appointed by 
them- A society with a Committee partly appointed ex« 
officio Of by nomination cannot be called co-operative. The 
Italian law insists that all officers be members^. 

“At the same time the ultimate authority should never be 
delegated to the ofJiceMbearers. but should be retained in the 
hands of the members, who must continue to take a practicol 
interest in the business of the society. yVith this object the 
constitution should be purely republican, each member should 
have one vote and no more in the general meeting." 

See section 13— 

This section states the pnnciplc of equitable association 
which is the foundation of all true co-operation It distin¬ 
guishes It from co-partnership. The powers of control vested 
in the general meeting should be known to the members H 


1. In Denmark the president of the Co-operative Bank recedes 
a smaW salary Howe Denmark, p 56 The Committee o*' 

Co-pperative Law has suggested that the Secretaries of large sized 
primary agricultural credit society, primary marketing Society, 
Co-operative processing Society etc should be paid officers and 
they should be trained m co-operatioa 

Z Ct Hartick.. 9 ISl—boaj?l of vz.’i.’j en/ttgA ® 

manager and a cashier who upon appointment, must enrol as 
members'’. 
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jhis dictum is to be carried out literally, the societies must 
be small/ in a society with large incinbershtp, it is not practi- 
•cable for each and every member to take part in the control, 
and there is a tendency for this to pass into the hands of an 
.active minority. Undiluted cooperation, says Herrick*, can/* 
not be practised except by relatively small groups of persons.^ 
Most Provinces fay rule under section 43 (c> insist on the 
by.=Iaws dealing with general meetings and rules may faemade 
jinder section 43(f). 

"All business should be transacted with the maximum of 
publicity within the society. For example, there should be 
kept in some place open to the inspection of every member 
rx list showing the loans issued to every member, the names of 
■his sureties and the amount of the loan still unpaid, and each 
member should be required to know generally how this account 
stands •. general meetings should be frequently held at which 
the accounts and affairs of (he society are fully discussed and 
explained.'' 

The Committee only refer to publicity within the society. 
If all members are equal and, especially, equal In Uability/ ail 
have an equal tight to know of the society's transactions. 
The only exception refers to members' deposits. Membeis 


1. Rural Credit!, pp. 459-60. 

2, The Second Five Year Plan has laid down that "the jurisdic¬ 
tion (of the co-operative society) should on the one hand be large 
«nougb to make it an efficient unit and on the other, it should not 
he so large that it becomes difficult to secure among members the 
knowledge, the sense of mutual obligation and cclncem for 
rehabilitation of the weaker sections of the community and the 
intimate contact between the committee of management and individual 
famibes without which co-operation cannot make a real impact on 
rural life”. 

The 15th Conference of Registrars of Co-operative Societies (1947) 
recommended that the area of operations of a primary multi-purpose 
co-operauve society should ordinarily be the village , that in tracts 
where villages are very smalt there may be one primary society 
for more than one village and that the operations of a marketing 
society should cover all the villages from which produce is brought 
to the market. 

The Co-operative Plaoniag Cmnmittee it\ 1947 recommended that 
attempt should be made to bring 50 per cent of the viilages and 
30 per cent of the rural population vnthm the ambit of the reorganised 
primary societies within 10 yean. 

6 -- " 
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must not know Is a depositor and his deposit 

amounts to. Under the English Act, no one except aa 
ofTicer of the society has the right to Inspect the loan or depo- 
sit account of any other member -wUhout his consent in 
writing Mr* Wolff also excludes the list of maximunii 
credits to be allowed to each member (see notes to section 
43 <o> ) but the Committee on Co-operation require this to- 
be Bxed at the annual general meeting 

Publicity^ without the society is usually insisted upon by 
law. Sir F. Nicholson errs, perhaps, on the side of exag-- 
geration when he writes, "Publicity is, in every European 
country, the first requirement everything must be laid open 
to the public View”. If the society is well managed, members 
honest, and repayment punctual, then publicity enhances the 
credit of the society Rules should be made under section 43<)i) 

<q v). Publicity requires the maintenance of proper books of 
accounts (section 43^g» which accoidmgly must be prescribed 
(section 43(h», <cf seciion223, Indian Companies' Act of 1956> 
“The express objecf of ihg society should be de\elopmenr 
of thrift among its members, with the hope too, that this idea 
of thrift may spread in the netshbottrltood. To effect this 
obiect loans must be given only when they are really necess-^ 
ary and desirable. Further the development of thrift and of 
a proprietary interest in the society should be aided by efforts 
to 6«i(ii up as soon as possibfe a strong reserve fund from 


1 Publieiiy, of course, is very necessary if liability is limited 
but It M not always popular In Austna. 'while Ihe farmers are 
withrg to trust the society with their savings many are still un¬ 
accustomed to banking usages, and -when they want credit, they pre¬ 
fer to go secretly to their friends or the money Jenders rather thaa 
let their neighbours know that there w need of ossistance (Henjek. 
p 367) The late Sir W T. Russell givjng evidence before the- 
House of Lords Committee, ascribed the small amount of members’' 
deposits m Ireland to the fact that the Iirsh peasant does not bke- 
his neighbours to know that he has money, and he does not trust 
anj^ committee Sir Rider Haggard quotes one authonty who 
declared as his deliberate opinion that tenant farmers will not co¬ 
operate. because, co-operative accounts being open to inspection they 
fear that their landlords might mise the rents if it were found that 
they were prospering (Rural Oeomark, p 190) 
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projit. The society must also be encouraged to obtain as 
much as possible of its capital from the savings hliich its 
teaching and examples have brought about among its members 
and their neighbours.” 

The promotion of thrift is prominent!}' put forward in the 
preamble to the Act. As the Committee say: ''the obiect 
of co*operation is as much to encourage savings as to grant 
loans on reasonable term-" The principal direct objects 
are thus: U) the encouragement of thrift, (2) the accumula® 
tion of loanable capital, and (3) the reduction of interest on 
borrowed money by a system of mutual credit. See notes 
to Preamble, where h is shown that a member acquires a 
fight (cf. section 12) to deposit his savings in the society and 
hence there must be control over deposits from non*^members 
(sections 30 and 43(e)). The formation of reserve fund may 
be piescribed by rules under section 43(p), a minimum is 
ensured by section 33. 

The question of thrift lies at the very foundation of the 
problems of Indian poverty. Thrift depends upon foresight, 
abstinence or self.«contro1, and security of life and property : 
and so can only be found in a settled educated community. 
No panacea for the troubles of India will be of any lasting 
value unless theie be thrift. The great wealth of England is 
largely due to centuries of thrift. the poverty of India's 
masses is largely due to its absence in the past. Thrift 
supplies the capital for all enterprise. The capital for 
agricultural needs and agricultural improvements must, in the 
mam, come from the savings of rural communities.^ That 
the value of thrift is securing more general recognition is 
made clear by the reports of Registrars. 

1 Cf Irish Report on Rural Credit, p 8 Cf also Hernck 
p. 393. “Co-operative credit has obtained a firm foot hold in Switzer¬ 
land, but the idea was not introduced on account of any lack of 
banking facilities.... the little repubhc is frequently referred to as 
the only country in which faiiaers have too much credit. . necessity 
did not bring co-operative credit into being in Switzerland It was 
started because of its moral effect in teaching farmers to be their 
own cankers and to be mutnalty responsible for one another' 
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It is a defect in the Ind^n system that provision has been 
made for a distribution of profits on shares : but it should be 
noted that the Committee contemplate the profit joing to 
reserve and generally the profit should and probably will be 
limited to a fair interest on capital, the maximum being the 
same as the rate charged on loans to members. In actual 
practice, the primary credit societies of India give away very 
little indeed in dividends. Sound guidance has made good 
the defect in the Act- 

fVilh all these must go the elementary business principles 
of honesty, punctuality, proper accounts, diligence and 
payment -when due. To ensure all these there must be adequate 
control from within, increasing vigilance and supervision by 
the office bearers and a continuous effort by members lU 
learning the principles of co-operation, in meeting frequently 
tn watching others, in working hard and observing thrift, and 
in punctual repayment of their own loans as they fall due" 

From the above it •will be understood that strictness is 
essential. Mr. Wolff says: “there should be inexorable 
strictness with regard to the observance of rules and under* 
takings not only as to repayment of loans" and m another 
place, "rigorous insistence upon prompt payment is another 
characteristic feature- Harsh as it may appear to people 
nC'w to such banking, n is necessary and represents sound 
policy." Also "checking and controlling is the fibre which 
runs through the enure organisation." 

The Committee omitted a very characteristic feature 
of Co-operative Societies, namely, the absence of any limit to 
the number of members. Such a limit is prohibited in Ger* 
many, Belgium, etc., and is penalised in England. It may be 
provided for by rules under section 43 {q> (see notes there* 
under). It is one of the points distinguishing a Co-operative 
Society from a Joint-Stock Company (see notes to Section 4). 
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Snd from a society ^'established with the object of facilitating 
the operations of such a society" {e g., a Central Bank).* 

Mr. Cahill finds the following principles now practised in 
all Raiffeisen societies in Germany :— 

1. Limitation of area to secure personal knowledge (cf. 
section 6 fl) a). 

2. Low shares (cf. section 43 (e). 

3. Permanent indivisible reserve fund (section 33). 

4. Unlimited liability (section 4 (2).* 

5. Loans only for productive or provident purposes 
(section 43 (o). 

6. Loans only to members (section 29). 

7. Credit for relatively long periods, with payment by 
instalments (section 43 (o). 

8. Determination every year by the members of each 

society of.— 

(i) the maximum credit of individual members 

(ii) the maximum total of saving deposits receivable . 

(ill) the maximum total of loans that may be taken up 

(section 30). 

(See section 43 (e), Cf. Committee's Report, para¬ 
graphs 52 and 59). 


1. It is essential to the co-operalive idea that the matured society 
should keep its racks open to the weaker brethren who are still 
without, and never pursue strength at the price of their injury or 
neglect (Fay). 

2. Cf. Smith Gordon: Co-operation for Farmers p 33 Both 
the RaiSeisen and the Schulze societies were ongmally established 
on the basis of unlimited liability. The RaiSeisen societies, with 
unimportant exceptions, have preserved this feature to the present 
day, but the Urban societies have adopted die more suitable form of 
limited liability.., When the pioneers began their work, they had 
no option in this matter, for the law did not allow co-operative asso¬ 
ciations to limn the liability of IIiot members Also p 113 —Un¬ 
limited liability IS contrary to the mdination of the times, and we 
find that it is, in fact, gradually bdng replaced by the more modem 
system of limitation by ^ares. A question, which with Raiffeisen 
was undoubtedly one of principle, has come, now that co-operative 
organisation is widespread and understood, to be regarded as 
one of expediency: and, from this point of view, the victory rests, 
except perhaps in some exceptionally backward districts, with limited 
liability. 
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9. Absence of profit seeking, dividen<3s if paid belnjr 
limited as a maximum to the rate of interest paid by 
boirowers for loans (section 43 (r)) 

10. Office holders (except secretary), not paid for their 
services. 

11. Promotion of the moral as well as the material 
advancement of members. 

As will be seen from the references, some of these 
principles have been embodied in the Act while the others are 
left to be dealt with by rules under section 43. They will be 
discussed in their proper places. 

Finally there may be included here the Rochdale society s 
advice to members, chiefly remarkable for common sense- 
Failures in non-credit societies in India are usually directly 
traceable to neglect of one or other of these dicta. 

ROCHDALE SOCIETY'S ADVICE TO MEMBERS* 

1st.—Procure the authority and protection of the law by 
enrolment. 

2nd—Let integrity, intelligence, and ability be indispen¬ 
sable qualifications in the choice of officers and managers and 
not wealth or distinction. 

3rd—Let each member have only one vote, and make no 
distinction as regards the amount of wealth any member may 
contribute 

4th—Let majorities rule in all matters of Government. 

5th—Look well after the money matters Publish fraud when 
duly established by the immediate expulsion of the defrauder 

6th—Buy your goods as much as possible in the first 
markets . or if you have the produce of your industry to sell, 
contrive, if possible, to sell it in the last. 

7th—Never depart from the piiociple of buying and selling 
for Ready Money * 


1 From “Industrial Co operation” by Miss Catbenne Webb 

2 This abolition of on cr^t proved a powerful slimulsnt 
to thrift People had to save to buy. before ihey could enjoy. 
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8th—For the sake of security always have the accounted 
value of the 'fixed stock' at least one-fourth less than its 
marketable value. 

yth—Let members take care that the accounts, are 
properly audited by men of their own choosing. 

10th—Let committees of management always have the 
authority of the members before taking any important or 
expensive step. 

11th—Do not court opposition or publicity, noi fear it 
•when it comes. 

12th—Choose those only for your leaders whom you can 
trust, and then give them your confidence. 

The Rochdale plan related primarily to stores and is thus 
prescribed by the late Mr- Holyoake. "it was that the profits 
made by sales should be divided among all members who 
made purchases, in proportion to the amount they spent, and 
that the shares of profits coming due to them should remain In 
the hands of the directors until it amounted to five pounds, 
they being registered as shareholders of that amount. The 
stores would thus save their shares for them and they would 
thus become shareholders without it costing them anything, 
so that if all went wrong they lost nothing, and if they stuck 
like sensible men to the store, they might save in the same 
way another five pounds, which they could draw out as they 
pleased . .. The merit of this scheme was that it created 
capital among men who had none, and allured purchasers to 
the store by the prospect of a quarterly dividend of profits 
upon their outlay. Those who had the largest families had 
the largest dealings, and it appeared as though the more they 
ate the more they saved." 

Raiffeisen slightly modified this by keeping all profits in an 
indivisible permanent reserve. He thus also created capital 
iimong men who had none but it belonged to the society and 
Jiot to the individual members. 
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ACT No. II OF 1912 

PASSED BY THE GOVEBNOR-GKNERAE 
OF INDIA IN COUNCIL. 

{Received the Assent of the Governor- 
General on the 1st March, 1912 ) 

An Act to amend the Law relating to Co¬ 
operative Societies. 

WHEREAS it is expedient further to faci¬ 
litate the formation of Co-operative Societies 
■for the promotion of thrift and self-help 
among agriculturists, artisans and persons 
of limited means/ and for that purpose to 
amend the law relating to Co-operative Soci¬ 
eties ■ it is hereby enacted as follows — 

The Bombay Act has the foKowin? preamble — 

''Whereas it is expedient further to facilitate the 
formation and working of Co-operative Societies For the 
promotion of thrift, seif-help and mutual aid among 
agriculturists and other persons with common economic 
needs so as to bring about better living, better business 
and better methods of producijon and for that purpose to 
consolidate and amend the law relating to Co«o, erative 
Societies in the Presidency of Bombay . . it is hereby 
-enacted." 

The Madras Act <VI of 1932) repeats this. 


1 If the Act IS amended the preamble should run “promo¬ 
tion of thrift, mutual help and self-help among agriculturists, 
artisans and other persons with needs m common ’ (This old 
suggestion has now only historical interest) 
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Preliminary 

(1) Act may be called the Co-opera¬ 

tive Societies Act, 1912. and 

(2) It extends to the whole of British India. 


Prior to 1994, Cooperative Societies could not be 
organised under a recognised legal form except under 
the Indian Companies Act. They could not obtain the 
same legal status and privileges as commercial comp^ 
anies without submitting to the restrictions generally 
considered necessary for their proper control. Moreover, 
must be remembered that, without registration, no 
<n ing force could be given to rules, and hence discip» 
line could not be enforced. Not only that but associa* 
ttoiisofmore than ten persons for the purpose of bank' 
ing are illegal unless legisteied under the Companies 
Act <see notes to sec. 4>, so that there could be no 
question of starting unregistered societies. The Co¬ 
operative Credit Societies Act <X of 1904) vas 
accor mg y passed "to encourage thrift,' self*help and 
co-operation. It was founded on the English Friendly 
fh j conferred corporate existence which 

hat Act does not do. In this and some other respects it 
followed the Industrial and Provident Societies Act under 
non=credit societies are registered, 
he latter Act, however, insists on limited liability. 

It IS important to remember that Co-operative Socle- 
i^es are companies which would ordinarily (and can if 
the members so desire) come under the ordinary 
company law of the land, but they base their claim to 
exemptmn from the Companies Act on the ground that 
their object is not the acquisition of gain by way of 
profit for themselves or their members The Government 
of India stated that "the object of this measure (of 19W> 

IS to provide the requisite legal basis for the establish- 
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ment in India of Ca=operative Credit societies... 
Legislation is called for not only in order to lay down 
the fundamental conditions which must be observed but 
also with a view to giving such societies a corporate 
■existence without resort to the elaborate provisions of 

the Companies Act"." The bulk of the non»credit 

Co^'Operative Societies recognised by the law <of 1912) 
are placed on a footing similar to that of joint-stock 
companies and it will be necessary in practice to see 
-that the Act is not utilised for the benefit of societies 
which are not really of a co-operative character."* 

Bombay yields a very interesting point of law 
under section 3<e) of the Land Acquisition Act, a 
.society registered under the Co-operative Societies 
Act of 1912 ranks as a society for the purpose of 
compulsory acquisition of land. But the Bombay Act of 
1925 repealed the India Act of 1912 in so far as it 
applies to the Bombay Presidency {section 73) and 
Jherefore It has been held that societies registered under 
the Bombay Act of 1925 arc not societies registered 
within the meaning of the India Act of 1912 and so are 
•not companies wiihm the meaning of section 3 (e) of 
the Land Acquisition Act and thecefore are not entitled 
40 the benefit of this Act, (Appeal 272 of 1929, decided 
7th July 1930, by Madgavkar and Barlee, JJ). 

1. Act of 1912 has iTcea repealed in its application to 
Burma, Bombay, Madras, Bihar, Orissa, Bengal. These States 
have their own Acts now, Mysore and Travancore have als*" 
-enacted their Co-operative laws. 

Section 100 (3) of the Goverament of India Act 1935 
empowered the Provincial Legislature to make laws relating 
to co-operative societies by placing the subject in paragraph 
33 of List II m the Seventh Sdiedule annexed to this Act, 
Many States, as mentioned above, have availed of this power 
Under Article 256{3) of the Constitution of India tlie legislature 
of any State specified in Part A or Part B of the First Schedule 
has exclusive power to make laws for such State with respect 
to any of the matters enumerated in List II m Seventh Schedule 
The subject “Co-operative societies” is included in paragraph 
32 of this list 
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Promotion of /An//:—-Tfirift: frugality, economical 
management, economy (Century Dictionary) This 
object necessitates the right of a member to deposit his 
savings in his society (sec. 12 notes), this right is of 
t e very essence of a credit society and it is extremely 

doubtful if It could be restricted by any rule or order of 
a Local Government As the society may not be able 
to find useful employment for all the savings offered, it 
must give priority to deposits from members over those 
from non-members (sections 30 and 43(c)). Similarly 
as snlral Banks, as a condition of registration, must be 
established with the obiect of facilitating the operations 
o primary societies, they also must give preference 
to deposits from such societies over those from outside, 
even though this entails diminution of income. The 
question of gieater or less profit must not be an argu¬ 
ment with any Co-operative Society except in so far as 
touches the economic interests of the members. 

desirable a 

savings deposit system: for these societies will furnish 
ncu turists a safe method of investing small savings 

m an rnsmut.on at tbeir own doors, which is managed 
^hth ^^ whom they Know and for objects 

proved savings have 

Coli„;" Ivmg money. The 

started, the 

their savi "^^ will be used by agriculturists for 

Lsmuron e ""r Government 

will be attendp/d^'r be used and that their use 

the countrv fh ^ Sreater economic advantages to 
‘be country than any likely extension of Post Office 
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Savings Banks' (para 51). Unfortunately non^rnembers 
depositing in Co=-operative Societies have to pay stamp 
duty on 'withdrawals, from which they are exempt when 
dealing with the Post Office Banks. Mr. English when 
Registrar of Burma wrote • "If co-=operation can lessen 
the waste of capital by inculcating thrift, it will be a 
boon to the country but it must be continually borne 
in mind that the provision of funds to assist waste or 
even merely further to raise the standard of living by 
enabling the culivator to spend the difference in interest 
payment in luxury and amusement, is greatly to be 

deprecated.In Burma, borrowing is mostly due to 

habit and want of foce»ihought and not to necessity.. 

the mere piovision of cheap money through Co*ope» 
rative Societies or otherwise tends, owing to the existing 
state of public feeling, to Induce waste of income rather 
than thrift." The importance of encouraging thrift can 
hardly be exaggerated as Mr Dupernex says ^ "The 
great lesson of thrift will require a gieat deal of teaching 
in India where the soil is so fertile and nature so bounti' 
ful that the peasant, however badly off he may find 
himself in the present, never loses hope in the future. 
He knows that if his present harvest fails, the chances 
are that in another few months the land will again give 
forth its abundance. Improvidence Is often laid to his 
charge, but the feelings that some observers attribute to 
this cause may, perhaps, with equal truth, be traceable 
to a deeply^seated faith in the future-"* 

1 The Post Office Savings Banks were originally designed 
to serve only the towns bul in recent years these have been 
extended to rural areas. The total nambcr of Post offices 
with Savings Banks m India was 9,(&0 in 1949 ot which 6,401 
were in rural areas and the balances of accounts in these rural 
Post Offices were Rs 6,314 lakhs Total small savings collec¬ 
tion during five years ending 195b amounted to Rs 235 crores- 
out of which the Post Offices accounted for Rs 102 crores 

2. Dupernex pp 88 89 




96 


the law and principles ' or co-operation [s-li 


Credit societies of the Raiffeisen type throughout 
Europe have a more active existence than those in 
Ireland for one or both of two reasons: they are the 
^reat centres of thrift for the rural population, and they 
have trading powers. The funds accumulated by thnfi 
enable them either locally <as in Italy) or through a 
federation (as m Austria) to capitalise and finance the 
trading side of the movement.* The tendency to 
withdraw capital from the land instead of investing more 
in It is remarked upon by many writers. It used to be 
one of the grievances of intelligent Irishmen, like the 
late Sir Horace Plunkett, that the deposits of the local 
Savings Banks were transferred to London and so lost 
to the Island which has never en;oyed a plethora of 
money. If Indian agnculture is to be supplied with all 
the capital u can usefully employ, this must In large 
measure be accumu lated^ the thrift of co-operators.* 


i “ Iielaod (p. ]47> 

on which foUowing the Raifieisen model 

least one State registered accordingly, la *' 

some mas swettee -What’s m a o3SD^ 

slips out of *•*** **'1^ 0«* of 

IS ^ Emphasised th2t V 

rural savmgs pos^W^^e”^ h ^«®cnise that the need to 
ertension) is much mn ^ economic development and aedit 

available (by ‘o «nder rural savi^ 

fore, of enLSf^a thV "Sect.ve way. 

savings IS f®^P«ative agency does attntl 

so to etieud and diver^nT^rf'* *** inspires confidence ^ 
of economic 'igiiifiMn^’^ 6spe«aUy m the aspe^ 

are created "ne reia^v..*®i, interest and enthima'ffl 
course the absent of nfh “*>*«“<* of these factors aSd o( 
savmgs, have resulted conditions basic to the creation of 

India bemg more a movetnenl O 

attractmg deposits WlSt 5*^ lending money than of 

ago IS still true' fAII Madagan Committee said 

tte C„™„ C„d,,^S»™y-E.,»r« 



S.I.] 


PREUMINARY 


97 


Along with the promotion of thrift must go the 
checking of improvident lending (Wolff) 

Self-help —One of the great lessons learned in Europe 
is that in the long run the farmers succeed best when 
they help themselves. Whenever they become depen* 
dent on the Government they keep looking to it for 
more aid. It is believed to be a correct general statement 
that rural credit is on the strongest basis in those 
countries where it has been developed most completely 
without government aid Government should do nothing 
that can effectively be done by individual farmers or by 
the farmers collectively through voluntary effort.® 

Persons of limited means—Miss Webb (Industrial 
Co-operation) writes : Co-operation is essentially the 
outcome of poverty and need, and has achieved its 
greatest success amongst the moderately poor. The 
condition that co-operators should provide their own 
capital IS apt to prove a hindrance to the extension of 
the movement to the very poor and, hence arises the 
hitherto unsolved problem of how to bring its benefits 
within their reach. The nature of the surroundings in 
which the lives of the poorest are passed, the lack 
of training and of education—in the real sense of the 
word-from which they suffer, makes it difficult for them 

to realise the benefits of co-operation. The system 

of obtaining goods on credit is one which has unfor¬ 
tunately become very common among these people, 
owing largely to the uncertain nature of their surround¬ 
ings, and the burden of debt often brings with it an obli¬ 
gation to continue dealing with a particular tradesman. 

It must be admitted, too, that Co-operative Societies 
have in many instances ceased to recognise their obli¬ 
gations towards the very poor or have failed to realise 


2 American Commission on Rnial Credit Observations, 
Part I, pp 13, 27. 
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that the special needs of poverty call for special 
methods. 

The above extract is applicable to Indian conditions 
It has to be remembered that the conditions in sphich 
the very poor live tend to develop the meaner side of 
their character and accordingly it is unusually difficult 
to inculcate ideas of honesty, fair dealing and thrift.’ 

In Burma, the members of societies appear to be 
disinclined to admit people of the poorest classes, 
landless labourers, fishermen and pedlars.’ 

The fact that persons of limited means desenc 
most consideration involves as practical results that 
small loans to small people must be given preference 
over large loans to those more wcIJ«ro»do and that the 
savings of the poor members must be accepted even 
tf it necessitates returning the large deposits of the 
prosperous. 

At the same time it must be remembered that heavy 
debt may reasonably be considered by a society as 
lustifying a refusal to admit a candidate into a credit 
society. Maiof lack, for instance, mentioned that of the 
cultivators of Faridpur, there are six per cent whose 
e ts are far too large for any co=operative movement 
safely to deal with’ , and of Finland it is said that 
Mpencnce has shown that the very poorest do not join 
Cooperative Societies, in particular such as do not 
have a permanent place of residence or fixed income-* 


prepond^ntly^'m* co-operative finaoce is 

with the medium cullivator as compared 

.. .hf l».»S o” 

2 Annual Report, 1921 1921 » g 

3 Economic Life ol a Bengal Dulricl d 111 

4 Co-operation in Finland, p 12 ^ ^ 
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Similarly of Europe Herrick points out that Peoples' 
Banks of the Schulze^Delitzch and Luzatti type generally 
speaking are not small institutions for feeble folks. The 
American enthusiasts who are hoping to improve the 
condition of the shifting and thriftless population by 
means of co*operation will be disappointed to find that 
this has been accomplished in Europe only in spots 
where the work is sustained by the ceaseless and 
unrequited toil of philanthropists devoting themselves 
to the arduous tasks as priests of their mission.* 
Undoubtedly the feeling of economic distress has up 
to the present been one of the Invariable conditions of 
the co-operative movement* but as attention ts turned 
from credit to other applications of the co-operative 
principle, it becomes cleat that one essential requisite 
is the marked consciousness of a common interest in the 
accomplishment of some definite purpose.* This may 
be improved credit, cheaper supplies or better prices 
for produce, or any other common economic need / the 
point is that while co-operation is almost the only 
avenue of escape from poverty, its benefits are equally 
open to others who are willing to work for the common 
good of all. It would, perhaps, be an improvement if 
this reference to persons of limited means were omitted 
as has been done in the Bombay and Madras Acts.* 


1. Rural Credits, p 459 
2 Cf Co-operalion in Finland, p. 8 2 
3. Vogt, p 235. 

4 The Bengal Act of 1946 refers to “persons of moderate 
means The Bihar and Orissa Act of 1935 specifically iincludes 
agriculturists and other persons with common needs” The 
“ refers to “agricnltunsts, artisans and persons of 

iimuea means’ Co-opciatois m India have realised that with 
the expansion of the scope of the co-operative movement it 
would be advisable to drop altogther this limitation about 
persons joining the society The Second Five Year Plan lays 
down that from credit, co-operation has to extend to a number 
ot other activities in the village including co operative farming’, 
hence every family in a village should be menber of at least 
one co-operative society.’ 
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The restriction of the benefits of the Act to persons 
of limited means is aided by the provisions as to 
maximum interest of members <sec. 5>, by the power to 
fix a maximum loan <Sec. 43 (o» and by rules relating 
to profits (Secs. 33, and 43 (r)). As persons of limited 
means have no money to spare, loans for unproductive 
purposes must be rigidly restricted. 

2* In this Act, unless there is anything 
repugnant in the Definitions subject or con 
text — 

(a) ' by-laws” means the registered by¬ 
laws for the time being in force and 
includes a registered amendment of 
the by-laws • 

Burma omits “and includes .by-laws” 

(b) Committee” means the governing 
body of a registered society to whom 
the management of its affairs is en¬ 
trusted •* 

Bombay has “the Committee of Management or 
other directing body to whom etc.” 

Burma has “direction” for “management.” 

(c) ‘member” includes a person joining 
in the application for the registration 
of a society and a person admitted to 
membership after registration in ac- 


1 The English Acts define Comnii 
management or other directimg body 


s the committee of 
society ’ 
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cordance with the by-laws and any 
rules: (under sec. 43 (d). 

(d) “officer” includes a chairman, secre¬ 
tary, treasurer, member of Com 
mittee, or other person empowered 
under the rules or the by-laws to give 
directions in regard to the business 
of the society, i 

The Madras Act, qwle unnecessanly adds president, 
vice-chairman and assistant secretary 

(o) “registered society” means a society 
registered or deemed to be registered 
under this Act • 

Burma has: “Co-operative Society” means a society 
registered under this Act. 

(f) “Registrar” means a person appointed 
to perform the duties of a Registrar 
of Co-operative Societies under this 
Act: and 

(g) “rules” means rules made under the 
Act. 

(a) By-laws —Correspond to the articles of associa* 
tion of companies (Cf. definition of articles—Indian 
Companies Act of 1956 sec. 2 (2)). The by»Iaws. which 
include the objects (see notes to sec 4) completely 
define and restrict the society's activities. The Act 
itself does not empower a society to make by-laws. 
It must have them before it is registered (sec. 8 (3)), 


1. The Bengal Act adds manager and “auditor elected 
from among the members.” 
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and it may amend them (Sec. 11). The Local Go^ 
vernment may by rule under section 43 (c) empower 
a society to make by«Iaws. A by-law is a standing rule 
of a corporation or society, made for the regulation of 
its internal organisation and conduct: it is distinguished 
from a provision of its constitution in being more partU 
cular and more readily altered (Century Dictionary).* 

(b) Contmitiee^A committee is not prescribed by 
the Act. In Acts of other countries it is For instance, 
the New York State Law provides that every such 
corporation shall be managed by a board of not less than 
five directors. The South African Act goes further 
and fixes the minimum at three, the quorum at mot less 
than half the number and prescribes meeting at least 
once a month. In India, rules may be framed, if 
necessary. 

(c) Member .—In the Indian Companies Act, a 
member is one who subscribes to the memorandum and 
who agrees to become a member, he must take not less 
than one share (See notes to sections 5 and 12) 
Members may be regtsiered societies (Section 6). 

Madras has : ‘'finanemg bank" means a registered 
society, the mam object of which is to lend money to 
other registered societies * 

Bombay by a curious oversight has the definition 
"Society" means a society registered or deemed to be 
registered under this Act The result is unfortunate as 


1. In case of a conflict between a provision ol the Act 
or Ihe rules and a by-law the by-law cannot pre\ail (Ramsubra- 
maniam V. Salem Urban Bank—A I. R 1945, Mad 434) 

2 Bengal has a similar provision but the Bihar Act of 
1948 goes further and indudes under ’a financing society ‘a 
registered society the main object of which is to make advances 
iR cash or kind to othei roistered societies or lo Dgncultunsts 
who are not members of resslered societies or to both such 
societies and agnculturisis ’ fSec 2 (e)) The Madras end 
Bengal Acts authonse the Gnancing bank to inspect ihe books 
of a registered society indebted to it 
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the Act, as here, proceeds to prescribe “societies which 
may be registered" and that the Registrar if satisfied 
may register the society and so on. Further, it ignores 
the very important point that unregistered Societies 
are subject to the Indian Companies Act. 

Includes a person —according to section 3, clause 39, 
General clauses Act (X of 1897) "person" shall include 
any Company or Association or body of individuals, 
whether incorporated or not. 

In the original bill the second clause ran "persons 
elected by the members for the time being", the 
substitution of the word "admitted" does not do away 
with the necessity of selection, election precedes 
admission (cf. 4Z (d))- 

"It IS important (hat members should be eligible 
for admission by election only so as to secure that 
mutual confidence upon which successful co-operation 

must depend. The selection must still be personal 

and made by the society." no person can claim admission 
under any automatic rule and the important principle 
that the new member must be accepted by the old ones 
or their representatives is maintained."* 

As a matter of fact, this element of selection is not 
confined to Co-operative Societies Even in the case 
of Companies, Directors may decline to register any 
transfer of shares, not being fully paid-up, to a person 
of whom they do not approve. They generally merely 
consider the question of the uncalled liability, but 
tomt-stoch banks usually provide in their articles for 
more strict election In Co-operative Credit Societies, 
careful selection is a vital principle as it is the possible 
borrowers who are being selected In stores societies 
dealing for cash only, it is less important The 


CoverDment of India Resolution 
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importance of selection varies to a large extent with 
the liability of members and with the objects of the 
Society. In a general supply <stor^) society, selling only 
for cash, it is insignificant. The Indian Companies Act 
adds the words "and whose name is entered in its 
register of members," and the entry in the register is 
prima facie proof of membership but <see Sec. 25 and 
notes) this does not apply to Cooperative Societies : 
membership has to be directly proved. The English 
Act follows the Companies Act. 

<d> Officer —refers to those dealt with by rule under 
section 43 <g>. It does not include an auditor. 
For the sake of convenience clause 29, section 3 of 
the General Clauses Act may be repeated here; 

Local Govcrnmcni—ShaW mean the person authorised 
by law to administer executive government in the part 
of Bcitish India in which the Act or Regulation containing 
the expression operates, and shall include a Chief 
Commissioner. 


licfjzstration 

3- The Local Goveinmont may appoint 
a person to be Registrar of Co-opeiativo So¬ 
cieties for the Province or any portion of it, 
and may appoint persons to assist such 
Registrar, and may, by general or special 
order, confer on any such persons all oi any 
of the powers of a Registrar under this Act.' 


1 S«c 10 o{ Iht Bengal Act authorises ibc Government 
to confer all or any of Ihe powers of the Registrar upon any 
person to ass'st the Regislrai or upon any co-operauve society 
in respect of any other co-operative society which is a member 
of the co-operative society first mentioned The Bihar Act 
has a similar provision wiiii regard to a co-operative federation 
or financing bank 
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The last three and a half lines are new to the Act of 
1912, and were unfortunately omitted from the Burma 
Act of 1927 ; generally speaking, the Registrar exercises 
over societies the power of a Court over Companies 
under the Indian Companies Act The Burma Com* 
mittee recommended that the Local Government should 
have restored to it the power embodied in the last 
three and a half lines. 

Under this Act the Registrar is constituted the very 
foundation of the movement. It is left entirely to his 
discretion to register or to refuse to register a society 
(cf. section 9), and the by'laws and every amendment 
of them require hts approval (cf. sections 9 and 11) 
Thus on him rests the responsibility of seeing that a 
society starts under conditions as favourable as he can 
make them In order to ensure that wise rules are 
carefully observed he is given unlimited power of 
inspection and audit (cf. sections 17 and35>.‘ He 
controls the power of a society to make loans to, and 
receive deposits from, a non*mcmbef (cf. sections 29 (1) 
and 30), and has a voice in the investment and disposal 
of Its funds (vide secfions32 (l)d and 34>. Finally, he 
has full discretion, subject to the right of appeal to the 
Local Government or such Revenue Authority as it may 
nominate, to order the dissoluHon of a society <cf, 
section 39) and to appoint a liquidator to wind it up- 
These are extensive powers and in some quarters there 


1. Under Sec. 57A of llie Bibar Act (X of 1944) the 
Registrar has the power to recover the debt by distraining while 
in ihe possession of the defaulter (a) any crops standing or 
ungathered on the bolding of the defaulter (b) any crops which 
have been grown on the bolding of the defaulter and have 
been reaped or gathered and ate deposited on the holding or 
on a thrashing floor 

Sections 25 and 26 of Uie Bei^l Act gives the Registrar 
power to dissolve and reconsbUite the Managing Commillee of 
a society for mismanagement and to appoint a person to manage 
the society for a period of one year and to arrange for the 
constitution of a new committee within this penod. 
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IS an inclination to object to them being centred in a 
government official. But it cannot reasonablj^ be 
disputed that the control of the movement by official 
Registrars has been a success, and has not in any way 
tended to paralyse progress- Only one who devoted all 
his time to masteiing the many problems that come up 
for solution could deal at all adequately with the duties 
of the post Undoubtedly India has been saved many 
failures and many years' delay by the present system. 
The officially controlled movement has so far reached 
only a fraction of the villages, but where it has not 
penetrated co-operation has not gained a footing. 
Nowhere have those who clamour for the elimmaiion 
of official control jiroved thcir ability to do without it. 

Registrars are not, and arc not intended to be, merely 
registering officers they arc also expected to provide 
supervision, assistance, counsel and control. Govern¬ 
ment alone was in a position to supply the knowledge 
and organisation necessary to start the work and 
Government alone is able by us association with the 
movement, to create the outside confidence necessary 
to give It stability. It is necessary that Government, 
through us own and the societies’ staff, should continue 
the co^Kiperative education of societies long after they 
are registered The fact that societies, though primarily 
self-contained and self-governed, are subject to super¬ 
vision by Government officers, has an important effect 
in attracting public confidence, and the benefits thus 
accruing to the country at large fully justify the expen¬ 
diture of public money on official supervision. 

Perhaps, in no direction has this been better illustrated 
than by the decline of deposits in joint-stock banks and 
their increase in State-supervised institutions 

The movemeiu must ta Us csseace be a popular one 
and nothing should be done to weaken the feeling among 
co-operators that it Is based upon self-reliance and 
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independence. Government, therefore, in the best 
interests of the movement, must not allow co-operation 
in this country to become an official concern managed 
by State establishment ^Government of India Resolii* 
tion>. The Registrar is primarily responsible for seeing 
that a new society is being formed on a sound basis, 
he must not confine himself merely to seeing that the 
applications for registration satisfy the conditions of the 
Act and the Rules <Committce's Report). Madras has 
embodied this in a rule (cf next section).' 

It is worth noting that Registrars need not necessarily 
be officials of Government, and the practice is growing 
of appointing non*offtcial helpers as Honorary Assistant 
Registrars with certain powers of a Registrar. 

In England the only qualification obligatory for a 


1. Is his aoie of dissciii to ibc repori ot ihe Co-opcrauw 
Planning ComrniU«e Piot H L K.aji has advocated that the 
powers of the Registrar should be reduced and the movement 
be progressively deufficialisco 'More iban rorly years have 
passed since the movement was launched undei State auspices 
and official control and the success tlut was hoped tor has not 
been attained The Registrar tar from being merely the re- 
gisiering officer as m ibe case of join-stock companies was to 
be friend, philosopher and guide and soon constituted himself 
mio a trustee ot the societies And, yet, despite this com¬ 
plete control on him rested not the responsibility of tailures 
The solution lay not m the turther lightctiing ot the 
control and m the appointn.ent oi ever more and more officials 
but in (be decontrolling of (he movement so that with the 
absence of unnecessary interference, a greater sense of respon¬ 
sibility would be evoked amongst the members who by co¬ 
ordinated efforts and guidance from their own tedcrations 
would secure better results” He has further pointed out “No¬ 
where does the Co-operative Soaeties Act of 1912 confer these 
powers (organisation, supeivmon and periodic inspection) on 
the Registrar and yet he peifonrs these functions and exercises, 
if he chooses, a great measure of control even over the day 
to day management also” 

/rv a rhcywugft revKtaa ot Co-ogcradw Acc II 
of 1912 as archaic. V Ramdas Pantalu said in 1941 that “the 
Co-operative Societies Acts are all drawn up with the Registrar 
as the centre of the picture and not the Society “If our Co 
operative Acts are framed on the basis that co operation is a 
movement of the neople and not merely a department of ad¬ 
ministration. they will help (o promote the initiative of (hose 
for whose benefit the movement to wilcnded ” 
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Registrar is 'that he be a barrister of not jess than 12 
years' standing. However, besides registering, he also 
prepares and circulates model forms of accounts, 
balance-sheets, and valuations and collects and pub¬ 
lishes information as to statistics useful to the societies. 
All salaries and expenses are paid by the Treasury- He 
is not necessarily versed in co-operative principles and 
1 ence perhaps those lapses which Mr Wolff castigates 
him for. In India, the Committee on Co-operation place 
a heavy burden on the Registrar (para 192), he must 
be continually studying co-operative literature, which is 
now most extensive he must make himself acquainted 
with economic conditions and practices both throughout 
India and in his own province: he must know the 
principles and methods of loint-stock banking and must 
examine the systems of developing thrift and inculcating 
co-operation which have been tried in other countries- 
He IS also head of a teaching establishment and must 
devise effective means for impressing a real knowledge 
of co-operation on the bulk of the population- He has 
further to control a large staff, to draft model by-laws 
and rules, to collect statistics and write reports, to advise 
Government on various subjects and to keep m close 
touch with the higher finance of the movement as 
managed by Provincial Banks and Central Banks-* 


1. The Co-op€rativc Flanniiie Committee (1946) have 
observed that "the Registrai should not only be a man of out¬ 
standing ability but should also be temperameatally suited for 
the work of running a popular movement ot this kind Before 
he assumes charge of the post of the Registrar be should 
undergo a thorough training and should work for al least two 
years as Deputy or Jomt-Regislrar In our opinion his tenure 
should be for about ten years” pp 155 

In 1957 Sir Malcolm Darling found that “it is still the rule 
rather than the esceptioo for Registrars to be appointed with¬ 
out any training at all” He has recommended that no one 
should be appointed Registrar without at least a year's training 
and Registrars should not be transferred under at least three 
years. 
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4‘ Subject to the provisions hereinafter 
contained, a society which has as its object 
the promotion of the economic interest of its 
members in accordance with co-operative 
principles, or a society established with the 
object of facilitating the operations of such a 
society, may be registered under this Act 
with or without limited liability: 

Provided that unless the Local Govern¬ 
ment by general or special order otherwise 
directs:— 

(1) the liability of a society of which a 
member is a registered society shall 
be limited , 

(2) the liability of a society of which 
the object is the creation of funds 
to be lent to its members and of 
which the majority of the members 
are agncuhurists, and of which no 
member is a registered society, shall 
be unlimited. 

Buima has this proviso in a separate section 10, 
but in section 2 has "tf its objects include'' an amend* 
ment of very doubtful value. 

In amending the Act/ it would be desirable to insert 
the word "primary" before "object". This has been 
done in the Madras Act. In a society for the sale 
of milk, the creation of such funds may be a secondary 
and even distant object, but it may be advisable to 
keep liability limited. Bombay has done this. 

Bombay further adds: and the members of such a 
society shall, on its liquidation, be jointly and severally 


Societies 
which 
may be 
registered 
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liable for and in respect of all obligations of such a 
society: Provided further that when the question 
whether the liability of a society is limited or unlimited 
has once been decided by the Registrar at the time of 
registration his decision shall be final. Madras repeats 
the first three lines only, omitting the proviso. 

In the old Act, section 7, the liability of rural 
societies was unlimited and of urban limited or unlimited. 

06jeci~Thc objects must be clearly and fully 
specified as they have to be approved before registrar 
tion, they correspond to the memorandum of association 
of a company and they restrict the transactions of a 
society as it cannot have any other object than those 
specified* Any act which i$ beyond the objects thus 
specified IS ultra vires and void and a contract entered 
into beyond them is void as the members have only 
agreed to associate together and to undertake liability 
for the promotion of specified obiects the members of 
the Committee are personally liable for any loss the 
society may sustain by reason of acts done by them 
not warranted by the obiecis. As the object must be 
the promotion of the economic interests of its members, 
a society must not serve non^members and transaction 
with non»members may be held ultra vires. Thus a 
society established for co-operative sale of produce 
cannot make loans unless this is specially mentioned 
as an additional object 

Some Acts specify the objects for which a Co^ 
operative Society may be formed, that of South Africa 
is an example . others define the objects in comparative¬ 
ly narrow terms 

Economic interests are not defined but the preamble 
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suggests thrift and self-help.' In France, the object 
of Agricultural Credit Societies "shall exclusively be 
that of facilitating or of guaranteeing operations affecting 
agriculture". 

The supply of capital for productive purposes, 
education in the true uses of credit, combination to 
secure the fullest advantages in a world of competition, 
the elimination of middlemen's profits are amongst the 
objects aimed at. The essential idea is the canying on 
of business in common which may be: — 
ti) for credit: 

<ii) for purchase of law materials: 

<iii) for sale of products <agricul(ural or industrial) 
//v) /cv 

<v> for pui chase wholesale for sale to members 
of foodstuffs and household requisites (e. g, 
stores): 

<vi> for acquisition of implements for agriculture 
or industry: 

<vii> for construction and acquisition of dwelling 
houses Ce. g. building societies). 

An Indian Station Club is a Co»operative Society, 
whose object is the provision of recreation, games, 
reading, etc, for its members but not the promotion 
of economic interests It is usually strictly co-operative 
in its consUtuiion and rules. It is a good example of a 


1. The Bihar Act mentions “promotion of common in¬ 
terests of Its members in accordance with co-operative princi¬ 
ples'' The Bengal Act has a similar provision 

“Several co-operators have stressed on the promotion of the 
economic interests of its members as the main object of a 
co-operaiive society But co-operation for better living is not 
less important than co operation for furthering econoiric in¬ 
terests Better living is the final objective of co operative effort 
and better methods of production and better business are but 
the means to (he end" (Rajagopalan) fn fact there are co¬ 
operatives for mutual welfare and for various types of com¬ 
munal services, c g, health societies, anti malarial societies, 
better living societies etc in India. 
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Co=operative Society vhicJ» cannot be registered under 
this Act but may be dealt wUb under tbe Companies 
Act. 

Of its members—A society is only concerned with 
the interests of its members and its activities cannot be 
affected by the interests of non^members. Dealing with 
non^members can only be undertaken when this furthers 
the interests of members. The Local Government 
(Sec 31) may prohibit or restrict such transactions, it 
cannot order them to be carried out 

These words "of its members" find a prominent 
place in every Act relating to co-operative societies.* 
Co-operative principles have already been discus¬ 
sed: any attempt at a precise definition of a Co¬ 
operative Society was intentionally avoided in the 
interests of elasticity and simplicity. The Act contains 
Just the minimum conditions necessary to prevent abuse 
With the object of faciUiating the operations— 
Central Banks and Unions can only be established with 
the object of facilitating the operations of primary 
societies. Profit-making can be no part of their object. 
"The acquisition of gain" must be left to Joint-stock 
companies. They were not recognised by the first Act 
and this section has been amended to include them. 


1 “Id the Punjab—it may also be ihe case elsewhere— 
there has also been a teniJency to register societies whose mem¬ 
bers have joined together solely to take advantage of Govern¬ 
ment’s financial and other concessions to co-operative societies: 
perhaps, too, to borrow from oential banks at a comparatively 
low rate of interest. A typical mcample is ihe Co operative 
Transport Society formed by its promoters for their exclusive 
benefit with no regard to those who use the transport. I even 
heard of a Cinema Society formed m similar lines Such 
societies have not as then ohjcct “the promotion of &e econo¬ 
mic interests of their members” m accordance with co-operative 
pnnaples “and should therefore be registered under the Com¬ 
panies’ and not under the Co-cqiaative Societies Act This 
applies to all societies whose dealings’ w-ould be mainly with 
non members” Darling, p 20 
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<i) They must be established ■with the object of 
facilitating the operations of Co-operative 
Societies ; 

<ii) their liability must ordinarily be limited / 

<iii) they are not subject to the restrictions imposed 
by section 5, so far as their members are 
societies / 

<iv> they are not subject to the requirements of 
section 6 with regard to members' residence, 
and similarity of tribe, class or occupation -• 
where shares are held by individual persons, the latter 
are restricted by section 5 but not by section 6. Thus 
one society and one individual could form a Central 
Bank. 

A Central Bank, in short, need not conform to 
general co-operative principles. It may be and usually 
is a joint-stock company, enjoying the privileges of 
registration under this Act on condition that it adheres, 
strictly to its object. In the Companies Act, section 
254' a joint-stock company is defined as a 
"Company having a permanent paid-up or nominal 
share capital of fixed amount divided into shares, also 

of fixed amount.and formed on the principle of 

having for its members the holders of those shares. 

and no other persons." 

It thus becomes exceedingly important to check any 
tendency to put profit-seeking for itself before the object 
of helping other societies. The following extract from 
a Provincial Report is an instance of the evil to be 
fought: The arrangement whereby it was agreed that 
village societies should deposit their surplus funds in 
the ....Central Bank has been dfscontinued as un¬ 
profitable to the Central Bank which had to pay 7 per 

l. This seclion corresponds fo Sec 566 of the Indian 
Companies Act of 1956 

R 
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cent, whereas it could get what It wanted on its own 
account at 6 per cent. 

As already mentioned m discussing the question of 
thrift, a Central Bank must give preference to deposits 
from primary societies representing the savings of their 
members. 

As the Central Banks hold in deposit the surplus 
funds of primary societies, it is essential that these latter 
should elect wholly or in part the Managing Committee 
of the Central Bank, as a safeguard against these funds 
being used in any speculative venture or in any manner 
calculated to injure their interests 

'"May be registered."^h. must be registered under 
this or under the Companies Act. Cf, section 11 Indian 
Companies Act of 1956 "no Company, associatton or 
partnership consisting of more than ten persons shall 
be formed for the purpose of carrying on the business 
of banking unless it is registered as a Company under 
this Act" (or other AcO and no similar Company of 
more than 20 persons shall be formed for the purpose 
of carrying on any other business that has for its 

object the acquisition of gam by the Company.or 

by the individual members thereof unless it is registered 
under this Act (or other Act). These provisions apply 
to such associations until and unless they are registered 
under this Act <sec 48>. 

This secuon of the Companies Act deserves to be 
more widely known In Europe, the general legal 
view IS that all associauons are illegal, unless permitted 
by the law. 

An unregistered society would not be a body corpor* 
ate. it would be illegal it could not sue or be sued,- it 
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could not be voluntarily wound up',- it could not enter 
Into contracts,- it could have no legal rights over 
property and every individual member would be liable 
to be sued by any or all of the creditors for the debts of 
the Society. It would not enjoy any of the privileges— 
exemption from Incomc*Tax, Stamp duty. Registration 
fees, etc.. Unregistered Cooperative Societies are 
common in Germany and are found elsewhere*: the 
members assume considerable risk in order to avoid 
restrictions as to accounts, audit, etc. Such societies 
cannot enforce their by«!aws. 

There is nothing in this Act to prevent a Cooperative 
Society from being registered under the Companies Act, 
and where the promoters do not wish to follow 
co-operative principles in their ■entirety or object to 
official control it is preferable that they should register 
under the latter Act rather than seek exemption by the 
Local Government under sections 45 and 46. When 
such a society applies to be registered under this Act, 
it is an act of purely voluntary selection and the 
Registrar has the right to point out that they have an 
alternative course, if they do not fall in with his 
requirements. Madras insists, that, before registering a 
society, the Registrar shall satisfy himself that it has 
reasonable chances of success with reference to local 
conditions If he refuses to register, he must record a 
brief statement of his reasons for such refusal and the 


1 The Court could order it to be wound up under Part 
X of the Indian Compaoies Act of 1956. 

2 “OwiBs largely tc the nnperfertions of tfie ftafian law, 
limited number of Co-operative and Friendly Societies 

and Village Banks have registered themselves. Application 
for registration has to be made to the local Court of Justice, 
and the vagueness of the law has allowed prejudiced judges to 
insist on the insertion of Unreasonable conditions or to refuse 
registration on arbitrary grounds. 
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applicants receive a copy free of cost- All orders of the 
Registrar are open to revision by Government/ and an 
appeal lies against a refusal to register. 

Limtied~m»y mean limited to the amountt if any, 
unpaid on the shares respectively held by the members, 
or limited to such amount as the members may 
respectively undertake to contribute to the assets of the 
society in the event of its being wound up (limited by 
guarantee). The liability, of course, is for the debts 
of the society in the event of its liquidation (cf. Burma 
Act, section 2 fc)). The Madras Act says the members 
shall, on its liquidation, be jointly and severally liable 
for and in respect of all its obligations. 

The sum for which individual members are liable 
must not be less than the share value . and the amount 
of liability attaching to each share must be fixed by 
the by*laws A reduction of the amount of liability 
attaching to each share should only be effected after 
publishing a notice m the papers and informing creditors, 
because it is for the creditors' money that the liability 
exists, A company cannot reduce the liability on each 
share without reconstitution (i can, however, reduce 
the number of shares (and so the total liability). To 
any such reduction the sanction of the Court is 
necessary 

Liability of members—fn the German Act "all 
persons becoming members incur liability also for the 
engagements contracted previous to their entry" this 
is the ordinary company rule and it apparently applies 
in India See sections 23 and 24 "debts as they existed 
at the time of his ceasing to be a member (or 
decease) " These obviously include all debts. In the 
Irish rule, however, each member is declared liable only 
for the debts incurred and loans advanced during his 
membership. Such a rule may place a crushing penalty 
on the oldest members. In some Russian credit 
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societies, liability is limited to twice the amount of credit 
opened to members.* 

In Swedish societies a member's borrowing rests on 
the area (not more than his actual land) for which he 
elects to enter the society ,• and his liability is similarly 
based. A man may own twenty acres, but "enter" For 
only ten. 

Proviso <1>—The proposal that the Registrar should 
have a discretion in the matter was wisely dropped. 

Non=agricuItural societies with limited liability 
require special care as they show a tendency to forget 
true co=operative principles- The fifth conference (1911) 
expressed the opinion that such societies should be 
encouraged but that they should be confined to as small 
a scope as possible and that m all cases the recording of 
the purposes of the loan must be insisted upon. Further 
the Committee of the society must see that the loan 
IS applied to the purpose for which it is given. Without 
this safeguard such socienes were quite likely to lead 
to increased indebtedness 

The Committee on Co-operation thought that as a 
general principle, liability in non-agriculturai credit 
societies should be limited only - 

(1) When the clientele is fairly welUto=do , 

(2) When owing to local conditions full mutual 
knowledge cannot so easily be secured among 
the members, and 

(3) When the share capital is adequate to the 
business undertaken 

It is very important in such societies to limit 
dividends, to insist on punctual repayment and to fix 


] The Liabitity of a member of a co-operative society in 
Japan is ‘limited by guaraslee. This really means an addition 
to the liability based on shares. On the other hand in Belgium 
the members of a society are responsible only to the extent 
of their capital subscnption to the society. This rule has 
restricted severely the bonowing capacity of the society. 
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maximum loans for each member ; ordinary banking 
principles should be strictly adhered to. 

Unlimited liability is of course the earlier and 
ordinary form of liability that prevails throughout all 
business by individuals and unregistered partnerships. 
It IS universal except where specially replaced by 
limited liability under some law.‘ Limited liability was 
allowed to Cooperative Societies in England in 1862, 
almost as soon as it was permitted to the ordinary 
commercial company-* 

Where a society ts not a body corporate, as in 
an unregistered society, unlimited liability means that 
any or all the creditors may sue any single member for 
their debts. In a registered societ)', liability refers to the 
contributions which a liquidator may levy under section 
42 <2) b. It is liability to contribute which can only be 
enforced upon the winding*up An exception in favour 
of the Crown is embodied m section 44 whereby liability 
may be enforced without the society being wound 
up. In Germany, societies do not appear to be bodies 
corporate and any creditor may sue any member and 
leave him to recover from his society. Under the 
English Friendly Societies Act also societies arc not 
bodies corporate 


1 Sec 5 of the Madras^ Act provides for the chance of 
liability of a society from limited to unlimited or vice versa 
With the previous sanction of the Registrar The Society is 
required to give notice of its intention to change its liability 
to all members and creditors and they shall have the option to 
withdraw their shares, deposris or loans within three months of 
the service of such notice Sec 16A of the Bombay Act has 
a similar provision but insists that the Registiar must be satisfied 
ttat with respect to each member or CTeditor either his assent 
has been obtained or he has been allowed Ins share or his claim 
has been discharged Sec 43(2) of the Bengal Act provides 
that the option shall be exercised within six months of the date 
of notice. 


2 Fay Co operation at Home and Abroad, pp 353.354 
(2nd Edn) In Germany the law of 1867 prescribed unlimited 
liability for all societies, in 1779 limited liability was permited 
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Unlimited liability is made legally obligatory in 
rural credit societies, as it is tbe cheapest means of 
securing the interests of depositors and so of providing 
funds for members It is a practical necessity in a poor 
community, but if is found to possess so many 
advantages that, even apart from this, its retention is 
desirable,* 

It must be real and members must not be allowed 
to slip out of it <cf secs. 14, Z3,24,42 <2> b>. 

It must not be limited by any act of a single member- 
For instance, members should not be allowed to pledge 
their unlimited liability in more societies than one. 
The model rules of a Raiffeisen Society prescribe that 
persons who already belong to another credit associa- 
tion with unlimited habifity may only acquire member¬ 
ship if they declare forthwith thcir withdrawal from 
Such other society. This condition is usually present 
in ail model by-laws issued in India. 

Also members should not be permitted to encumber 
their property fay iffortgage, etc,; if this be done, 
proceedings should at once be taken to recover any 
outstanding loan, and to expel the member. The 
Committee on Co^perauon <para 4> did not think 
that unlimited liability earned with it any obligation 
against alienation, But if a member, having pledged 
his unlimited liability to his society, proceeds to 
encumber or dispose of his material possessions what 
becomes of the security he offered to depositors ? 

The above does not refer to borrowing from a co» 
operative mortgage bank, but bis borrowings from such 
a bank should be reported to his pnmary credit society. 

1. Since 1948 co-operative societies in rural areas have 
expanded Ae range of their activities and m many States primary 
credit societies with unlmuted liability have been converted 
into multipurpose societies with limit^ liability The Rural 
Credit Survey Committee have recommended ftbat large- 
sued credit societies should be organised on the basis of 
limited hability. 
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The Local Government is given power lo relax 
the rule of unlimited liability to meet special cases : if 
for instance a local magnate, whose sympathy and 
assistance it is important to secure, desires to become a 
member but does not care to assume a liability which 
is wholly without limit, in such a case his liability may 
be limited to the amount of a guarantee. Such was the 
original intention of the Government of India but the 
first conference <1906> held that large land»owners can 
best assist the movement by financing societies and, while 
standing apart from participation in their management, by 
helping the managing body by advice as may be nece¬ 
ssary and showing an interest in the societies' progress. 

h would be not co*operation but charity, if a rich 
man joined the society solely to help his poorer fellows. 
Members, in joining, must be actuated by a desire to 
help themselves. The early confusion of ideas here and 
elsewhere is interesting. 

Unlimited liability having been adopted to increase 
the security offered to outside depositors, the members 
must adopt certain measures to protect themselves 
against the risk involved. The first measure is to 
restrict membership to a small area so as to ensure 
close personal knowledge of one another's business, 
position and character <Sec. 6 <a> ). 

The second is to secure close supervision over the 
employment of borrowed money The third is publicity 
within the society as a member must know what he is 
liable for The fourth is the steady creation of a 
reserve fund <cf sec. 33 and rules under sec 43 <p> > to 
serve as a buffer between the creditors and the 
members- The smaller the reserve Fund, the greater 
is the real liability, but as the reserve fund grows, the 
liability declines- 

The fifth Is restriction on transfer fsec. 14) and on 
withdrawal (sec. 23). 
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The sixth is the fixing of a limit on their own liability 
{sec. 30). The members should every year agree upon 
a maximum sum, up to which their society may borrow 
and along with this they should fix maximum credit for 
each member- If the Committee exceed these limits 
they are legally personally responsible for any loss the 
society may sustain. 

By observing these precautions and by carefully 
confining loans to members selected for their honesty, 
the dangers involved in unlimited liability are reduced 
to a minimum. 

In unlimited liability societies, the share does not 
represent the member's portion of the capital nor does it 
determine his liability. A member may take more than 
one share to increase the stability and utility of the 
society and to encourage thrift. In pure co-operation 
no dividend is paid on shares in excess of the ordinary 
interest rate. Presumably, in determining contributions 
under section 42 (2) <b>, the liquidator would not be 
guided by the number of shares held by individual 
members. 

Unlimited liability renders desirable the exclusion 
of women and minors In the former case the value 
of their liability is extremely doubtful, in the latter 
case It does not legally exist 

Note the wording of proviso (2), no society should 
be allowed to acquire a share in a society with unlimited 
liability for obvious reasons of prudence The Madras 
Act, by section 5, makes provision for a change in 
liability. The previous sanction of the Registrar is 
required and every member and creditor has to be 
notified in writing and given opportunity to withdraw 
shares, deposits or loans as the case may be. 

^ The Indian Central Banking Enquiry Committee 
understood that the present Act does not provide for the 
registration of societies of AlWndia character, like the 



122 ntE UW ASD PRlNaPLiS of Ct>OPEIi. 4 TlON [S. 5 | 

Indian Provincial Co^cpcrauvc BanU Association, 
operatioj o\ er more than one province They recent* 
mended that the Act should be amended to pro\idefor 
such rcsisiratioa.* 

It IS not easy to understand this reccmmcndaiion- 
There is nothiaj Ln the Act to prohibit such registration 
and the trcrding follow closely that cf the Indian 
Companies Act under srhich assoctatiers cperaimg 
all over India are freely registered 


R«incuo=» 
03 J2iere<t 
of ce~f«T 
of iOCtS'A 
»ni> II3.I' 
tfj lubiliti 
izi a share 
eap.ul 


5 . Where the liability of the memljers of 
of a '•ocieu 1$ limited b> share? no member 
other than a reci-'tered -oeietj "hall— 

fat hold more than *ucb jxinion of the 
share-capital of tlie -ociety *ubject 
to a masiDtum of one 6 fth. as may 
be preacnbed by the rule* or 
(1)1 have or claim any interest m the 
shares of the rtOcietv esceeding one 
tbousacd rupees 

The Burma Act prohibits registration of a socieo' 
as limned bs' shares unless its by^Iacs prescribe these 
ccndmor.s 

The Bctabay Act has t— '<b> have cr claim any 
interest in the shares cf the society* exceeding ten 
thousand rupees: provided that if the socierj’ ts a 
housing society a oember nay have cr clam an interest 
in the shares cf the sccien* not exceeding Rs 20,000". 
Madras adheres to the cld v^erdmg abo\€- 


I Tis 'Iida-c=il oo-cperaiive Act 5942 vrii 

atrccilid n 19‘& Ttis \a fc- lit trcc—fcrabra. 

ir4 «ci±ns up cf co-erc-inss wni; c''>ects 

noi cenfned cae Saw 


2- NS^sirsa - g g e ar gs io te <Aa «c-in=s iicve tet enSer «cc. 


iLs GcTcrrten- fcsse ’af^rred in lis casa cf a 


lew s>a£043 ec- Hca-rra sew 
Madras mstToc^a W«=»« 




CcEtril RirU, 
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Capital —here means the Funds contributed or guaran¬ 
teed by sfiareholders or members'. Share^apital is 
commonly classed under three heads; authorised capital: 
being the amount of share^capital which a society <or 
Company) is authorised by its by-laws <or articles) to 
raise . subscribed capital: being the total value of the 
shares taken up by members, that is the sum which the 
existing shareholders have undertaken to pay up or the 
sum of their total liability : and paid-up capital. being 
the amount of share capital actually paid up out of the 
sum <subscnbed capital) which they have undertaken to 
pay. The difference between the subscribed capital 
and the paid-up capital represents the reserve liability 
of the members. In a society of limited liability, this 
represents the maximum sum which a liquidator can 
call up by way of contributions <cf. section 42 <2) b>. 

In limited liability societies, under German law, 
an additional share cannot be acquired till the last 
one taken has been fully paid up. Italy goes further and 
does not allow any unpaid liability at all * 

Under the Companies Act no subscriber of the 
memorandum is permitted to take less than one share 
and this should be applied to Co-operative Societies and 
the I'oint holding of a share should be forbidden. 

The first condition is usually extended to unlimited 
liability societies by by-laws; but in these societies it is 
the accepted rule m pure co-operation that no member 
should have more than one share—a rule not followed in 
India. It is a dangerous situation as more shares may 
mean more profits without more liability. This section 


1 Findlay Shinas Indian Finance and Bankins, P 406 

2 In England and Italy the lay fixes an arbi'raty maxi¬ 
mum of shares which may be held bn a member In England 
the maximum is £. 200 and in Italy 5000 lire. “It is significant 
that m Germany where the co-operative law was framed with a 
speaal view to facilitatmg co-oncraUve banking m towns, such a 
maximum is absent’ (Fay Vol I p. 362) 
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does not applj' to unions whether for banking, guarantee, 
Of other objects The principle is characteristic of 
Co=operative Societies and ts designed to exclude 
the mere seeker after profits. He is further debarred 
by section 33 and rules under section 43 <r>. Clause 
<b> restricts acquisition of rights by mortgage. Cf section 
14 which makes the transfer or charge of shares or 
interest subject to this maximum. 

This restriction may be removed by general or 
special order of a Local Government passed under 
section 46 <q v> and the Committee on Co-operation 
considered that the statutory limit may be raised to 
some higher figure such as Rs 5,000 or Rs 7,500 
where difficulty is experienced in raising sufficient share- 
capital for Central Banks but added that m such cases 
precautions should be taken to ensure that each 
shareholder should not be allowed more than one vote 
<cf sec. 13>' 

In the Industrial and Provident Societies Act and 
m most Acts of other counines relating to Co-operative 
societies, a similar restriction on the amount of interest 
a member may hold is to be found. 

In Italy, If a member by inheritance acquire more 
than the maxiumm limit of shares, he is not entitled 
to any share of profits on the excess number and must 
sell them If he does not sell them then the society, 
may sell the shares and hold the proceeds at the mem¬ 
bers' disposal. This condition ts now finding a place in 
the model by-laws of Indian provinces. 


1 In some Central Banks in (he Punjab, this restnction 
was relaxed, but this ted to obvious disavantages For the 
Bhola Motor Owners Co-operative Society Ltd, BaXargun), 
Bengal, the timit has been fixed at Rs 5,000 

In the case of a few Co-operative Sugai factories, “to attract 
ihe substantial investor, the maxunum shareholding jiermissibic 
under the statutory lules has been raised fiom Rs 1,000 to Rs 
25,000 and the maximum dividend from 10 to IS per cent 
Both changes savour more of capitalistic than co-operative 
enterprise" (Darling p. 19). 
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/nferejl—here <and in secs 14,20, 21 and 22) means 
not, of course, interest on capital but the whole stake 
of the member in the funds of the society. 

6. (1) No society, other than a society of 
which a member is a registered society, 
shall be registered under this Act which 
does not consider of a least ten persons 
above the age of eighteen years and, where 
the object of the society is the creation of 
funds to be lent to its members, unless such 
persons— 

(a) reside in the same town or village 
or in the same group of villages, or 

(b) save where the Registrar otherwise 
directs, are members, of the same 
tribe, class caste or occupation. 

(2) The word “limited” shall be the last 
word in the name of every society with 
limited liability registered under this Act 

Burma adds after 'Timiied" or "the vernacular 
equivalent" / and adds "wherever the name appear-" 
Also cf. section 12 of the Burma Act. 

Persons —Section 3 (39) General Clauses Act (X of 
1897) prescribes that "person" shall include any com* 
pany or association or body of individuals, whether incor¬ 
porated or not. In England it would seem that a corpo* 
ration or a partnership could not be a member, and Ben* 
^alnow by culp.sjjedaU.y 

Cf. Indian Companies Act, any seven or more 
persons associated for any lawful purpose, may form 
a company. In England, Germany and South Africa, 
the minimum for a Co*operative Society is also seven- 
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In Isec-York State, Finland etc., it is Out of 

tiisrty-threc state Uts in Antenca, four insist on 3 per^ 
SOTS, cishicen retjuire 5, four require 7, one 10, one 
20. tco 25 and three male no provision. 

Claused) does not apply to unions or most Central 
Banks. 

The House of Lords Comnitiee recommended that 
the number cf ^pnnaryl Bants combining to forma 
Central Banl. should not be less than seven and this is 
the number ^hich is prescribed by the Japanese latr of 
1921 for a federation or union of societies. 

'a) Cf sec icT 4 12) such a society, unless the 
maionn’of members are not ajncufturists, must have 
unlimited liability and therefore a limited area (see 
p S3) A non-credit Society (e. g, stores) is not subject 
to unlimited liabilit)' or limited area 

Above the a^e of eighteen >earf—This condition is 
prescribed at the time of registration but the provision 
made in section 4 lb> of the old Act for the maintenance 
of this qualification among members afterwards was not 
retained in the new Act The sixth conference considered 
that minors should not necessaniy be debarred from 
becoming members when they were heirs of deceased 
from becoming members when they were hei»s of 
deceased members The Madras Act has "who have 
attained the age of majority." 


J In Finland, for p-acocal reasons it has beso foand 
oecessary to prescribe for nnal bants that they roust base at 
least fihesD tnetnberi the start, and if a CoKicerative store 
u started, ihs majoniy rf whose meiabers are persons of small 
means, ti is lo tnosi eases cecessary to £i the rmraroura numbei 
of maaib«rs at 200 w sUrv witSi. (Co.«perBtic!a in Finland, 
P. 71). 

In Qnebec 25 ineinher> are required ifl agncollural assoaa- 
tioas with Iinuied liabtlilv In ^statchrwan, 5 fanners are 
required tot a^cultursl oansTedit societies The proportion 
of agncultunsU imisi be 75 per cent and no transfer of shares 
IS allowei which would reduce ihe total number of agncul* 
tunsts below that percraugs. 
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Cf. notes to sections 14,22, 43 <n and d). In limited 
liability societies, the admission of minors must depend 
on whether the shares are fully paid up or not. In the 
latter case the minor cannot be called to pay the reserve 
liability. 

In unlimited liability societies, there is no object in 
admitting minors as <I> they cannot incur liability, 
and <2> they cannot obtain loans except perhaps for 
necessaries- The decision rests with the society and they 
would be well advised to exclude minors. Subject to the 
provisions of section 22, the questions of the relations 
of a society to the minor heirs of deceased members, is 
left to the operation of the ordinary law.* 

/Jesjde—The proposal lo add "or holds property in" 
has been frequently discussed and has met with much 
support but was negatived. Bombay and Madras have 
not adopted this in framing their Acts. Residence is 
essential in order to secure full mutual knowledge. The 
fourth conference (1909) favoured a proviso "provided 
that an agriculturist who resides m another village but 
whose principal holding is in the village where the 
Co-operative Credit Society is situated, should not be 
debarred from joining the society," but this was not 
adopted. 

The field of the society should be sufficienty restri¬ 
cted to allow members to be mutually acquainted and 
to be in a position to exercise an effective mutual 
control. The essential principle is that societies should 
ordinarily consist of members so closely in touch with 
one another that they are willing to be, and can be. 


1 A. ot 4 loms. 'Hmdu wiiiticit t* fiebaiisd 

from joining a co operative society (Kishanlal Kapurdiand 
V. Central Co-operative Bank Seoni I L R. 1945 Nag 677) 
In Bmdeshwan Prasad v. Shivadutt Sinsh (A. I R, J938 Pat 
315) It was held that the liability incurred by a member of a 
jomt family who joined the soci^ as a representative of the 
adult members was binding on the entire joint family property 
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both 5n name and in fact. Jointly responsible {Committee's 
Report).* 

It is one of the principles of co-operation that 
societies should be open to all fully ijualified {cf. notes 
to sec. 43 <q)l , in order to pievent them from becoming 
unwieldy the area should be limited. This clause 
indicates that the type considered most suitable is that 
of Raiffeisen and not of Schulze.* 

Clause 1 (b)—“Same class/' c.g, soldiers of one 
regiment. 

Mr. Wolff apparently objects to this • he considers 
that a mixture of classes and wants makes for strength, 
but experience teaches that homogeneity of membership 
makes for success - 

Clause 2—Follows the Companies Act See notes 
to section 4. 

This includes societies limited by guarantee and 
unions. A society would not be registered by the name 
of a Company. 


1 The mam characteristic of ihis basic unit or local rural 
co-operative credit sonely is that the area tiom which ihe mem¬ 
bers are recruited is so resiricicd ihn all members or at least the 
officers may know personally cveiy person admitted to member¬ 
ship Indeed, this is the fir<t essential, for not otherwise can 
be obtained (hat full and regular attendance at meetings and that 
personal acquaintanceship making tor friendly relations and 
mutual confidence which create and maintain the true spirit of co- 
opctation fHeriick, p 461) 

“The small society has qualities which offset its weaknesses , 
Its stalf IS small, its service sioiple and partly carried on by the 
members themselves lls insiallations are modest, even rudimen¬ 
tary. but Its modesty is part of the friendly atmosphere that the 
members appreciate The bond of friendship is a strong one, 
the society ts a kind of family" (G Fauquet) 

2 “As a rule membership per soaeiy is small so that the 
vast majority of societies are uneconomic units The average 
membership was 44 , separate figures for some State are 15 for 
Madhya Pradesh 24 for West Bengal, 25 for Bihar, 26 for Assam. 
33 for TJ P, 19 for BomKiy and 88 for Madras ’ —fRural Credit 
Survey Vol H p 256) 

3 Bombay Act fVIII of 1948) has oimlied “caste" 
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There are thus three conditions for a credit society,- 
failure to retain ten members may lead to cancellation 
of registration (sec. 40) but breach of conditions (a) 
and (b) above does not involve cancellation unless this 
is provided for in the by-laws (see notes to sec. 40). 

Apparently by-laws defining the area or the tribe should 
be declared compulsory under section 43 (c). 

When any question arises whether for power of 
the purposes of this Act a person is an ^"^decTde 
agriculturist or a non-agriculturist, or whe- questions, 
ther any person is a resident in a town or 
village or group of villages, or whether two 
or more villages shall be considered to form 
a group, or whether any person belongs to 
any particular tribe, class, caste, or occu¬ 
pation, the question shall be decided by the 
Registrar, whose decision shall be final. 

Instead of "for the purposes of this Act", Bombay 
has "for the purpose of the formation, or registration or 
continuance of a society under this Act" 

Burma has (section 13) ‘‘The Registrar shall decide 
all questions as to whether any application conforms 
to the requirements of section 12 and whether the 
objects of the society are in accordance with section 3". 

It is interesting to note that the term "agriculturist" 
is not defined and that the Local Government was not 
given power to define it by any rule under section 43. 

In the Punjab the Land Afienation Act of 1900 defined 
the expression but the Registrar would not be bound by 
that- 

Agriculturist —One occupied in cultivating the ground 
(Century Dictionary). 

9 
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(1) I'" purposes of registration an 
...n application to register shall be made to the 
Registrar. 

(2) The application shall be signed 
(a) in the case of a society of which 
no member is a registered society, 
by at least ten persons qualified in 
accordance with the requirements 
of section 0, sub-section (1) , and 
(h) in the case of a society of which a 
member is a registered society, by 
a duly auihoiised jieison on behalf 
of every such registered society, 
and where all the members of the 
society are not registered societies, 
by ten other members or, when 
there are less than ten other mem¬ 
bers. by all of them, 

panmd by 1^0™ ** 

nf ■ f ^ proposed by-laws 

of the society, and the persons by whW m 

the sZZ JTe 

Burma adLtter~,„c,a5‘ f'' require.' 

."b. vf“•«' 

bi. no PTOviBcmi ‘ persons above 

-dtvtdual persons and composed S 
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See notes under section 43 (b). 

Cf. Indian Companies Act 1956, section 15. The 
memorandum shall be signed by each subscriber in 
the presence of at least one witness who shall attest the 
signature- 

"Sign" with its grammatical variations and cognate 
expressions shall, with reference to a person who is 
unable to write his name, include "mark" with its 
grammatical variations and cognate expressions (General 
Clauses Act, Sec. 3, cl. 52). 

The words "duly authorised" in clause (2) (b) 
suggest that a copy of the resolution of the society 
authorising the person to sign should be produced- 

The application must be in writing and the by^ 
laws (which correspond to the Articles of Association) 
must be recorded. 

In order to overcome suspicion at the beginning, 
it is essential to start with a welUconsidered set of by« 
laws preferably with one that has already worked 
successfully. Alteration of the by-laws at the outset is 
sure to retard the growth of confidence, especially in 
societies of unlimited liability (cf. Ransom). In'the 
New York State law relating to co=operative agricul= 
tural, dairy and horticultural associations, the by-laws 
need not be submitted before registration, but there 
must be a general meeting within thirty days after incor^ 
poration to adopt by*laws regulating the conduct and 
managementofthe association. 

In the Act itself no by^'law is prescribed, but both in 
England and Germany the bylaws submitted with the 
application must deal with certain points (see notes to 
sec^ 43 (c)). Jf if.obv.vwf fbat t,ke 

must prescribe the area and tribe, etc. (Sec. 6(1) and b) 
and the address (sec. 15). 

In England and Germany the names of the Com« 
mittee must be submitted with the application. 
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The Act does not confer upon a society power to 
make by-laws, it must draft its by-laws prior to legis* 
tration (clause 3 above) and may amend these (sec- 
11). As the Registrar must approve before registration 
he is practically given power to impose model by-laws, 
in addition to any prescribed by section 43 (c)- It is 
worth noting that (differing from the Companies Act) 
a member is not necessarily entered as such in the 
register of members, that signatures to the memorandum 
need not be Guested and that the appearance of his name 
in the register is not prima facic evidence that he is a 
member. The matter is left to rules under section 43 <d> 
It IS also to be noted that the ten signatories become 
members of the society on registration (cf. definition of 
"member") and form a note»worthy exception to the 
general rule that members must be elected, 

Clause 3—Mr. Brabrook, Chief Registrar m England, 
writes that: "tt ts not far from the truth to say that the 
legislature had been learning from experience that the 
best service it could render to these societies was to 
pass their rules under the eye of a person skilled in the 
art of expressing in clear and simple language the 
legal conditions under which the members of asso* 
ciations were to be allowed to combine for beneficial 
purposes."* 


1. Tbii submission of rules to a speaal authority for 
approval is almost everywhere twisted upon, eg, Austria— 
ef also Italy—Monographs If, p 129 'as the members are, as a 
rule, but little versed m (he laws of business the law, to 
aSord them protection requires that societies shall notify Ihejr 
formation to a public notary m the presence of two witnesses 
and the Court must venfy the legality of their formation-' 
The South African Act follows the Companies Act and 
appends model regulations and presenbes that these shall form 
l»rt of the regulations of the society except in so far as the 
regulations registered are mconsistent 'with or exdade or 
modify them. 
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The last words of section 9 make it clear that both 
society and by-laws require registration, but while 
there may be a registry of by-laws apart from the 
registry of the society, the registry of the society 
must be of a society with bys^laws- The Registrar ought 
to endorse the by-laws in token of registration. Each 
society should have a copy of its by-laws so endorsed- 
The by»laws are binding on a society as well as on 
the members, they form the contract between the society 
and its members and that contract can only be altered 
in the mode prescribed by the Act or rules. As between 
the society and its members a course of deaVtng at 
variance with the rules, for whatever length of time it 
may be pursued and acquiesced in, is of no validity 
whatever.’ 

Madras empowers the Registrar, before registering 
a society, to make such alterations in the draft by*Iaws 
submitted as he may deem advisable, provided that 
the consent of the applicants to such alterations Is 
obtained- 

9 * If the Registrar is satisfied that a 
society has complied witli the provisions of 
this Act and the rules and that its proposed 
by-laws are not contrary to the Act or to 
the rules, he may, if he thinks fit, register 
the society and its by-laws. 

Burma has : "he shall, unless for reasons given 
to the applicants he sees fit to refuse, register the 
society " In practice, the difference, may be small, but 
so long as the Registrar carries the responsibilities descrU 
bed in page 105 and 106 and so long as the movement 
is to a considerable extent dependent on State aid, the 
Registrar must be given full discretion to register or not- 

1 WuTtzburg. Law relatmg to buildju? Societies (41b 
Edn) p. 165. 
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The Registrar of Companies has no such discretion, 
but presumably he would not register a Company whose 
articles were contrary to the Act. Cf. Indian Companies 
Act of 1956, section 35 (1). In South Africa, the Regis^ 
trar submits the application to the Minister of Agri» 
culture who may veto the registration of any society/ 
but if within a period of one month he shall not exercise 
his right of veto, the Registrar shall register-* A society 
does not acquire privileges until it is registered 0-e. re. 
stamp duty, registration, income-»tax, etc-). 

From this point onwards the phrase "registered 
society" is used and the Act only applies to these- The 
first effects of registration is to remove the societies 
from the operations of the Indian Companies Act. 

Sec note to section 43 <2>.<c>. Although not mention¬ 
ed the usual restriction may be presumed that the name 
must not be identical with that of an existing society. 

There is no appeal provided foi from an order refu¬ 
sing to register. But this may be provided for by 
rule/ (he Bombay and Madras Acts allow an appeal 
to government wtthm two months of the date of the 
communication of the order-’ 

In the English Act it is provided that the Registrar 
shall issue an acknowledgment of registry- This is 
necessary (see sec- 10> and should be prescribed by rule 
under section 43(b). 

Evidence 10. A certificate of registration signed by 
uauon.'** the Registrar shall be conclusive evidence 
that the society therein mentioned is duly 

1. The applicadon goes to the minister because he grants 
e:(tensive finanaal a»i&taiice 

'2. The Bihar Acs provides teat il the Registrar refuses to 
register a society he Mall record his reasons for such refusal 
and that an appeal may lie to the Government withm two 
months from the date ol receipt of the order. 
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legistered unless it is proved that the regis* 
ration of the society has been cancelled. 


Cf. Indian Companies Act of 1956, section 35 
where, however, the certificate is "given" by the 
Registrar. 'TDuIy registered" apparently means that 
section 9 has been complied with in its entirety so that 
the certificate is conclusive evidence that the provisions 
of the Act have been duly complied with. Thus the two 
Acts agree- 

For effects of registration, see section 18- 

Such a certificate would suffice against a claim to 
tncome*tax. A certificate bearing the seal or stamp of 
the central office shall be received in evidence without 
further proof of the signature (Friendly Societies Act). 

The certificate is a conclusive answer to any objec* 
tlon relating to registration and at once enables a society 
to enter into contracts- It is prima facie evidence that 
all the provisions of the Act have been duly complied 
with'. it is conclusive evidence of a society's corporate 
existence. 

This section follows the Friendly Societies and 
Industrial and Provident Societies Acts. 

The certificate would also serve to exclude evidence 
that a society was not really co=opcrative or was not 
what it claimed to be. It would thus serve to deprive 
Civil Courts of (urisdiction in certain cases and confine 
malcontents to resort to the Registrar under sections 
35 and 36. 


( 1 ) No amendment of the by-laws of 
a registered society shall be valid until the 
same has been registered under this Act, 
for which purpose a copy of the amend¬ 
ment shall be forwarded to ihe Registrar 


Amend¬ 
ment oE the 
by-laws of 
a registered 
society. 
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Burma inserts after “amcodment" in the first line.— 
whether by way of cancellation, addition or alteration. 

Bombay inserts after "valid":—until approved by the 
resolution of a jeneral meeting and registered. 

(2) If the Registtat is satisfied that any 
amendment of the by-laws is not contrary 
to this Act or to the rules, he may, if he 
thinks fit, register the amendment, 

Bombay omits "if he thinks fit." 

Burma makes it obligatory (shall) to register 
"provided that the Registrar may for reasons given to 
the society refuse to register the amendment." 

(3) When the Registrar registers an 
amendment of the by-laws of a registered 
society, he shall issue to the society a copy 
of the amendment certified by him, which 
shall be conclusive evidence that the same 
is duly registered 

In the case of Companies an alteration of the 
memorandum of association requires confirmation by 
the court, here it requires approval of the Registrar. The 
memorandum of a Cooperative Society must conform 
to sec. 4. Alteration of the by=laws of a Company can 
be carried out by special resolution Local Govern* 
ments usually have made rules requiring a majority at 
a general meeting at which a certain proportion (two* 
thirds) of the members must be present- Manitoba 
insists upon this two*thirds majority as well as upon 
t'je approval of the Registrar- A Co*operative Society 
could not alter its by*laws so as to conflict with the 
provisions of the Act or with co-operative principles. 
The whole section is taken from the Friendly Societies 
Act. Clause 2 merely reproduces section 9- 
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Amendment ordinarily means the act of making 
better, correction, improvement, but in this sense it 
means any alteration or change either by way of correct 
tion or addition <Cenfury Dictionary). The English 
Act says: it includes a new rule and a resolution 
rescinding a rule. It may even amount to a complete 
substitution of an entire set of rules for the existing set 
and bearing at the beginning the words ^“'all previous 
rules rescinded." In New York State law on co=operative 
productive societies "the power to amend shall include 
the power to increase or diminish the amount of capU 
tal stock and the number of shares/ but such amount 
shall not be diminished below the amount of paid=up 
capital at the time the amendment is adopted." Great 
care is required in seeing that this section is properly 
complied with. No by-laws can be acted upon unless 
they have been registered and any action m accordance 
with unregistered amendments might be held to be 
illegal. In an English ruling the presiding judge stated 
that "these societies cannot depart from their establi^ 
shed rules or neglect to comply with the Act in the 
mode of altering or repealing them, without exposing 
their property to danger and themselves to great 
expense, loss and inconvenience." 

The original rules hold good until amendments have 
been registered. The provision as to appeals from a 
refusal to register a society would presumably apply 
to a refusal to register an amendment of a by»law. 

Bombay allows an appeal to Government from any 
order or decision of or sanction by the Registrar. This 
appears to allow an appeal from an order registering an 
amendment. The Madras Act has ' In case of refusal, 
an appeal shall he to the Local Government within two 
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months from the date of the issue of the order of refusal 
by registered post.’ 

The Act prescrihes no period within which an 
amendment shall be tendered for registration. In South 
Africa, the Act fijces a limit of one month. The 
Minister of Agriculture can refuse to allow the altera¬ 
tion- 


Rights and liabilities of members 

Member 12. No member of a registered society 

cxercuc shall escicise the rights of a member un* 
piy- less or until he has made snch payment to 
mentmadc. socicty in respect of membeiship or ac¬ 
quired such interest in the society, as may 
bo prescribed by the rules or by-laws 
Burma has—"No person shall exercise " 

Cf Model articles, Indian Companies Act "No 
member shall be entitled to vote at any general meeting 
unless all calls or other sums presently payable by him 
in respect of shares in the Company have been paid." 


1 Under Bombay Rule. 6 a society is under obligation to 
forward to the Registrar amendments of by laws wilhin three 
months from the date of the meeting at which these were 
adopted The Bihar Act (see 26) empowers the Registrar to 
direct amendment of the- by-laws of a registered society Under 
(his section the Registrar may direct the society to amend the 
by-laws within a speafied time If the society fails to comply he 
may, after giving the sooetv a hearing register the amendment 
and notify the socjely which, if dissatisfied with the order, may 
appeal to the Government within two months from the date 
of the issue of the order In Bengal the Act authorises the 
financing bank to direct a sociely which is a member and 
debtor of the bank to make specific amendments of its by-laws 
\i It TiOt comySy, Vfet barfc witty forward the proposed 

amendment to the Registrar who if satisfied that the amend¬ 
ment IS not contrary to the provisions of (he Act or the rules, 
may register the anteudment (sec 18) 
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The Madras Act allows the persons who have 
signed the application for registration to elect a Com* 
mittee to conduct the afiairs of the society for a period 
of three months from the date of registration or for 
such further period as the Registrar may consider 
desirable- This Committee is to cease to function as 
soon as the members of the society have elected a 
Committee in accordance with its by*laws. 

Rights and liabilities of members are dealt with in 
various sections of the Act, in rules under the Act, 
and in the by-laws. 

A member must be elected by the Committee (Sec. 
43(d) before he can be admitted (cf. definition): 
thereupon after payment of any prescribed fees, share 
instalment, etc., he becomes entitled to exercise the 
rights of a member, including all the benefits of the 
society. He may attend general meetings* (sec. 43 (f) 
rules) and vote thereat (sec. 13) including voting for 
the Committee (sec. 43 (g)), he may, in collaboration 
with the number of members prescribed in the by*laws 
insist on the Committee calling a general meeting f he 
is entitled to obtain a loan for specified purposes 
approved by the Committee if his security is good and 
subject to his maximum credit, he is entitled to deposit 
his savings in the society (sec. 43 (e>) if the society 
can employ the money usefully .* his share or interest 
is exempt from attachment (sec. ZI). he may transfer this 
share or interest subject to certain conditions (se 14) 
though he still remains liable for two years (sec. 23) 
he can nominate a person to whom payment shall be 
made on his death (sec. 43 <n). He is entitled to a 


I. Tbe power of the members is sapreme but it may be 
exercised only at meetmgs regularly assembled, at which a 
majority prevails (Herrick, p 147) Hence the great impor¬ 
tance of the rjgbt of inaDl«rs to insist on a general meeliug 
being summoned. 
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share of the profits when these are distributed fsec. 43 (r) 
and is exempt from income-tax thereon (sec. 28). He is 
entitled to a copy of the rules or by-laws (on payment) 
and also to copy of the annual return and balance sheet 
(free). He may inspect the books at all reasonable 
hours at the society's office, except the deposit and 
loan (’) account of any other member.’ He has a right 
with others to call on the Registrar to hold an inquiry 
(sec. 35) and (sec. 3D) to apply for dissolution He can 
appeal against the order for dissolution (sec. 3D (2)): on 
his death the disposal of his share (sec. 21) is regulated 
and his liability (sec. 24) is limited to one year. He 
may institute proceedings against officers of the society 
for offences committed. Finally he has the right to 
withdraw if he disagrees with the decision of the 
majority. In unlimited liability societies this is a very 
Important right indeed as it enables a member to 
withdraw before a liability ts incurred to which he 
objects (cf. sec 23). He is not entitled to a share of the 
reserve fund (sec- 33), not to sell his share to any one 
not approved by the Committee- 

Those fights are protected by the rule of one man 
one vote and by the prohibition of proxy voting, so that 
a member who attends a general meeting can be certain 
of a hearing from those who are going to vote on the 
point under discussion- * 


I According to tbe writers of the book on (be English Acts 
published for the Co-operative Union, Manchester, Uu’s 
privilege of unlimited ui&pectioB had become much abused, 
and was often used act so much for the general good of a 
society as from self-interested motives, and for the satisfaction 
of a member’s personal vamty This power of individual 
mspection is now limited to a member’s own account, and the 
book containing the names ol the members Wherever there 
V5 real cause for ecq,uiry, it only needs ten members to apply 
to the Registrar for one The Regntrar will then appoint a 
competent person to make a tfaorougb enquirv and report 
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In British Columbia (Co-operative Associations 
Act, 1920) in associations for dealing with agricultural 
products, no member shall be entitled to vote at any 
general meeting or be appointed a director of the 
Association unless he has sold his main crop or produce 
of the year through the Association, or undertakes in 
writing to do so during the ensuing year or has received 
consent of the directors to dispose of this crop or 
produce otherwise. 

This section says nothing about liabilities, and a 
member cannot escape from these by withholding any 
payment prescribed. One who merely signs the 
application (Sees 2 <c) and 8> incurs all liabilities for 
two years <scc. 23> even If he withdraws at once. He 
must assume joint liability and becomes uncondit¬ 
ionally bound by all the rules (sec. 43 (d) notes) : he 
is liable to expulsion (sec. 43 (m)), and may be called 
upon to contribute to the assets of the society (sec. 42 
(2) tb) )even though debts were incurred prior to his 
right to obtain all the information required concerning 
the solvency and good management of the society. 

Under the by-laws, a certain proportion of members 
may insist on a general meeting being called. The 
Madras Act includes this . the Committee may at any 
time call a general meeting and shall call one when 
required in writing by the Registrar or the financing bank 
or from such number of members as may be specified 
in the by-laws. In case of debult, the Registrar has 
power to call the meeting. 

(1) Where the liability of the mem- 
bers of a registered society is not limited by members, 
shares, each member shall, not withstand¬ 
ing the amount of his interest in the capital 
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have one vote only as a member in the 
affairs of the society. 

(2) Where the liability of the members 
of a registered society is limited by shares, 
each member shall have as many votes as 
may bo prescribed by the by-laws. 

The Bombay Act says Mo member of any society 
shall have more than one vote in its affairs, provided that 
in the case of an equality of votes the chairman shall 
have a casting vote. Madras repeats this for registered 
societies and omits clause <2> 

The Burma Act says s Each member of a Co^operfli' 
tlve Society shall have one vote only as a member in 
the affairs of the society Provided that a Co-operative 
Society which is a member of any other Co-operative 
Society shall have as many votes as may be prescribed 
by the by.«laws of such other society, and may, subject 
to such by-laws, appoint any number of its members, 
not exceeding the number of such votes, to exercise Its 
voting power 

(3) A registered society which has in¬ 
vested any part of its funds in the shares 
of any other registered society may appoint 
as its proxy, for the purpose of voting in 
the affairs of such other registered society 
any one of its members. 

The Bombay and Madras Acts omit the words" as 
its proxy." 

Madras adds : "not disqualified for such appointment" 
after "members". 

See notes to sections 12, 43 (f) Where members 
desire an enquiry by the Registrar (sec. 35) or dissolution 
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of the society (sec. 39), the one man one vote principle 
is prescribed for all societies. 

Clause 1 is, of course, the condition of equitable 
association. A society is an association of individuals 
with equitable participation and control, hence one man 
one vote. This, as the Committee on Co-operation 
recommend, should be the rule in all societies including 
those with limited liability such as Central Banks. In 
unlimited liability societies liability is equal and the Act 
insists on control being equal. The second clause is a 
concession to the joint-stock idea ,• in view of the 
Committee's opinion it is to be hoped that by-laws 
allowing more than one vote to any member will not in 
future be approved by Registrars of those provinces 
which still retain clause (2). Mr. Wolff is very clear on 
this point: "whatever be the value of the shares it must 
be not those which determine the voting power of 
members in the bank. The bank is to be co-operative ; 
that means it is to be a union, not of capitals, but of 
persons : and whatever be the holding of each member 
the voting power must be equal as amongst them”. It is 
this rule of equal votes which distinguishes co-operation 
from co-partnership. It is an absolutely essential ele¬ 
ment in any true co-operation and is regarded by nearly 
all authorities as a fundamental principle ' Any hard- 


1. It does not appear necessary to labour the point The 
evidence as to the eiusting practice wat set forth m an article 
by me, "one man one vole” published in the Bombay Co* 
operative Quarterly. No Co-operalor defends ot advocates 
any other prmciplc, except that in some cases votes may vary 
with the amount of tran^etjons with the society The newer 
acts of different countries all prescribe one member one vote, 
and nearly all model by-laws in India insist upon it. 

The most recent adheients are the Canadian provinces of 
Saskatchwan, Manitoba and Quebec and now Bombay which 
prescribe that each member nav only have one vote and may 
not vote by proxy. The English Co-operative Union introduced 
a Bill mto Parliament in 1924, prescnbinc amongst other things, 
that the word "Co-operative” shall be limited to societies which 
provided for one member one vote in its rules. 
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ship that might appear to be involved is in reality limited 
by the restriction in section 5 on the amount of shares 
which any individual may hold- If this restriction is 
removed under section 46, in case of Central Banks, the 
strict adherence to this principle becomes additionally 
important. It may be noted that even in a joint-stock 
company there must be a show of hands before there 
can be a poll, on a show of hands one man has one vote 
and there are no proxies allowed. It is only when a poll 
is taken that each member has one vote for each share 
held by him and proxies arc then admitted. The capi¬ 
talist has no place m co*operaUon and it is entirely 
opposed to co-operative principles that the extent of 
a man's control should depend on the capital he holds 
in the society. 

Voting by proxy is not provided for in the Act except 
in the case of corporations or socteties which may be 
members This follows the English Aers. The general 
rule is that there can be no voting by proxy unless this 
is specifically allowed by rule or by-law. In Germany, 
it is forbidden (except in the case of corporations and 
women) but under the English Act (which is here 
followed) it may be provided for in the by-laws. The 
by-laws must be clear and must be strictly adhered to as 
action taken on a vote secured by irregular proxies might 
be declared illegal- 

The New York State law on productive co-operative 
societies allows an absent member to send in a written 
vote provided he shall have been previously notified, 
in writing, of the exact motion or resolution upon which 
such vote IS taken and a copy of the same is forwarded 
with and attached to his written vote The Wisconsin 
Slate law has the same picrvisioa- This is not voting by 
proxy but voting in absence- One advantage of disallow¬ 
ing free voting by proxy, is that the rule of one man 
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one vote is maintained. If a member could bring proxies 
he would have more than one vote. 

Sir F. Nicholson writing of the German prohibition 
of proxies says : Members cannot exercise their power 
of voting by proxy. The refusal to admit proxies is 
deliberately entered so as to bring the members them¬ 
selves to meetings and get them to take a lively and 
personal interest in the society and its conduct, and 
to prevent a few persons from carrying their personal 
views by means of lightly and ignorantly given proxies. 
It is a very valuable co=operative principle especially 
where societies are small as in the Raiffeisen societies. 
Mr. Cahill agrees : By prohibiting voting by proxy, 
he writes, the law aims at securing the actual presence 
of members and maintaining in this way an essential 
characteristic of a Cooperative Society as a com« 
bination of persons as distinct from a mere union of 
capital. In Italy also, voting by proxy is forbidden 
except in cases of (awful impediment. 

Miss Webb writes . In all, distributive societies in 
England the rule of one member one vote is in practice, 
but unless exercised by ballot—as ts sometimes allowed 
in the election of committees—-a member can only 
exercise his power by attending and voting at meetings 
of the society. It is therefore counted the duty of 
every member to attend the meetings and take part in 
the government of his society and in a few of the older 
societies a fine is inflicted upon members absenting 
themselves from the general meeting without good cause. 

The fourth conference of Registrars wished to have 

10 
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■"no proxies shall be allowed" inserted in this section and 
applied to all societies-’ 

Clause 3 merely allows an exception to the general 
rule that no person shall act as a proxy unless he is 
entitled on his own behalf to be present and vote at 
the meeting- It would obviously be inconvenient if the 
only delegate a primary society could send to the Cen¬ 
tral Bank was a shareholder in the latter Bank- If 
permitted, the proxy should be in writing, it is apparently 
exempt from the one ai na stamp duty- If considered 
necessary, the by-laws should provide for its deposit 
with the society before the meeting- A Bombay Provin* 
cial Conference desired that a society should be able to 
appoint as its prox y a member of another society- 

In large societies, there is a tendency to appoint 
representatives to look after the interests of absent 
members. The distinction is a fine one, but it is clear 
that where membership is 500 and over it should be 


1 Uodiir 2Si2) ol th« BthdC Act a tegiiteied soact) 
Htuch u a msmber of Aoy other resi^ieted soaety shall haie 
as many votes as may be orescribed usder the by laws ol such 
society and may subject (o such by-laws appoint any number 
of ils members, not exceeding ibe number of such votes, to 
exercise us voting power, provided that no member who is 
disqualified for such appomtuieDt under any rule shall be so 
ap^inted Clause 3 provides that save as provided above, 
voting by proxy shall not be allowed except with the general 
or special sanction of me Registrar for any society or class of 
societies It may be oieniioned that m the case of many 
Provmeial societies voting by proxy has been allowed 

The Co-operative Flasujing Committee have advised that 
as plurabty of votes may result m a few big men controlling 
the society, section 13 should be amended so to provide that 
every member of a society Iwhalevc its liability) shall have 
one vote irrespective of the number of shares held by him 
In Japan under the Co-operative Enterprise Law of 1948 
voting by proxy is allowed but only through another member. 
No one can act as prosy for more than one member In U 
S S R. voting by proxy is prohibited bul in the case of large 
societies with membership scattered over a wide area the 
general meeting is attended by delegates elected at local general 
meetings in different distnets by the members 
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possible to replace the general meeting by a delegate 
meeting with all the powers of the former.* 

14. (1) The transfer or charge of the Restriction 
share or interest of a member of a registered of share or 
society, shall be subject to such conditions 
as to maximum holding as may be pres¬ 
cribed by the Act or by the rules. 

(2) In case of a society registered with 
unlimited liability a member shall not 
transfer any share held by him or his in¬ 
terest in the capital of the society or any 
part thereof unless— 

(a) ho has held such share or interest 
for not less than one year, and 

(b) the transfer or charge is made to 
the society or to a member of the 
society. 

Bombay and Burma apply this to societies of limited 
liability too, but Madras adheres to the old wording. 

It, however, omits, "or charge" in clause (1). Bombay 
adds "or property" after "capital" and at the end of 
(b) adds :—or to a person whose application for mem* 
bershtp has been accepted by the Society- 

See section 5 and notes thereunder, note on unlimited 
liability, section 4. 

"Interest" here means personal possession or right 
of control or participation in ownership, the legal con¬ 
cern of a person in the society or the right of enjoyment 
of advantages (cf. Century Dictionary). 

1 Egger The Co-operatrve Mo\cment and Co-operative 
Law International Labour Review, 1925 
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It is the right, title or claim to a share in the society 
or in some of the uses or benefits pertaining to the 
society. 

In a company, shares are finely transferable as of 
right unless regulated or restricted by the articles There 
may for instance (cf. model articles) be a rule that the 
Directors may decline to register any transfer of shares, 
not being fully paid up shares, to a person of whom they 
do not approve. The Directors may thus pay regard to 
the reserve liability which might become valueless if 
the shares passed into the hands of paupers and minors. 
In an unlimited liability society, the shares do not 
apparently influence the liability. 

In partnership shares are not transferable, but the 
partners may agree as to a redistribution In a Co* 
operative Society the selection of members by qualifi* 
cations and election is all important / and where the 
possession of a share is a condition of membership the 
transfer of such a share must be as carefully guarded 
as the admission of members ' As the financial security 
depends on the liability of the members, it is necessary 
to restrain rapid changes among those liable. A 
depositor would never know whether his deposit was 
safe or not if members changed frequently. The United 
Provinces have a rule under section 43 (1) that the 
purchasing member must be approved for that purpose 
by the Committee of the society. 

In a limited liability society transfer to a minor must 
be restricted by rule under section 43 (d) cf. sections 
6, 22 and notes. * 

In an unlimited liability society the member is pre* 
sumably over 18 years of age (See sec 43 (d), or, as in 
Madras, "has attained the age of majority " 

1 The legal pandit points out, correctly enough, that the 
society must admit ihe new member before the transfer it 
effective. 
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The transfer of shares is disclosed in the register of 
members which has to be maintained uptodate (sec. 25 
and notes and rule under sec-43 (n)) but this register is 
not prima facie evidence of ihe actual transfer but only 
of its date- 

The retiring member continues liable for contribu^ 
tions for two years (sec. 23) 

This pronounced restriction on transfer of all shares 
is characteristic of co-operative and similar societies 
which are not public companies- In Belgium, the shares 
are non*transferable : In France and Italy they are not 
transferable except to members and with the consent of 
the society. The New York State law on productive 
co-operative societies has. "no stock shall be trans¬ 
ferred without the written consent of the corporation 
(i.c. society) endorsed on the certiftcate of stock. The 
corporation shall have the first right to purchase at par 
any stock of a shareholder offered for transfer or the 
stock of any deceased or reuring stockholder" The 
Californian law adds . "nor shall a purchaser at execu¬ 
tion sale or any other person who may succeed by 
operation of law or otherwise to the property interest 
of a member, be entitled to membership, or become a 
member of the association by virtue of such transfer-"’ 
All limited liability societies would be well advised to 
create a "share transfer fund" by voting a portion of 
the annual profits to this purpose- There is no objection 
to a society holding a number of its own shares in 
Its undivided profits (other than the legal reserve)- By 
this means transferable shares are made withdrawable so 
far as the holder is concerned, as the latter can sell 
to the transfer fund instead of having to wait for an 
individual purchaser- In a joint-stock company, the 
right to sell or transfer the share is incident to the 


1. PoweU. p. 47. 



J50 THE LAW AND PRlNaPLtS OF CO-OPERATION [S. 15. 


ownership, and cannot be controlled by the company 
(if fully paid-up), although the company may reserve 
the option to buy the share whenever a member desires 
to sell.* The absence of a provision lihe section 14(b) 
from the Companies Act, necessitates a special law for 
Co-operative Societies, as in America and elsewhere 
the control of Co-operative Societies registered under 
Company law has often passed into the hands of busi¬ 
ness rivals.* 

The United Provinces has rules (see under section 
43(1)) regarding transfer of shares, one of which prohi¬ 
bits a Centra! Bank from buying its own shares except 
by way of formal reduction of subscribed capital. This 
seems to rule out the share transfer fund and is probably 
due to some misunderstanding. The capital of the bank 
is not reduced by withholding profits from distribution 
In order to hold its own shares. In Bihar the Centra! 
bank by a resolution passed at a genera! meeting may 
buy shares held by an individual at their paid-up value 
and issue them to societies. 

Duties 0 / registered societies^ 

15. Every registered society shall have 
an address, registered in accordance with 
the rules, to which all notices and com¬ 
munications may bo sent, and shall send 
to the Registrar notice of every change 
thereof. 

The Bombay and Burma Acts add —within 30 days 
of such change. Madras omits them. 


1 Powell, p 43. 

2 PoweTl, p 44 

3 It IS not an uncomiDon feature of some co-operative laws 
to impose on the society the duty of submitting periodical reports 
to a public authonty In India, this is included in the rules 
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Cf. section 146 Indian Companies Act of 1956 and 
section 24, Friendly Societies Act. 

(1) Every Company shall have a regis¬ 
tered office to which all communications 
and notices may be addressed. 

(2) Notice in writing of the situation of 
the registered office and of any change 
therein, shall be filed with tlie Registrar, 
who shall record the same. 

As the address has originally to be given in the 
application (or ought to be, sec. 43(b)) only changes 
need be notified. 

The registered address of course fixes the jurisdic* 
tion of the court (rule under sec. 43(1), sec. 42 els. 4 and 
5 etc.), and becomes important in the case of regimental 
societies. 

The object of the address is that all communications 
may be addressed to it. it need not be the place of 
meeting and the place of meeting may be changed with¬ 
out notice being sent to the Registrar. 

16. Every registered society shall keep a 
copy of this Act and of the rules governing 
such society, and of its by-laws, open to 
inspection free of charge at ail reasonable 
times at the legisteied addiess of the society 
Burma includes here also the register of members, 
.^ny member of a Company can claim a copy of 
ibe memotanduTn and artides on paiyment ot a tee and 
the copies filed with the Registrar are open to inspection 
on payment. 

Every member is entitled to obtain all information 
required concerning the solvency and good management 


Copy of 
Act, rules 
and by¬ 
laws to be 
open to 
inspection. 
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of the society (Irish by-'law). The Friendly Societies 
Act prescribes that every registered society shall deliver 
to every person on demand, on payment of a sum not 
exceeding one shilling, a copy of the rules of the society. 

It is to be noted that the rules and by-laws must be 
open to non-members. This, of course, has special 
importance to depositors and other creditors. A credit 
society should also expose in a public place a six.* 
monthly balance sheet ( cf. note sec. 43(h)). It must be 
remembered that Co-operative Societies are societies for 
public good and hence the public have a right to the know 
what are their rules and objects so that the advisability 
of Joining may be considered (see notes to sec. 43 <q> )• 

Failure to comply with this section is an offence 
in England. 

The right to Inspect seems to Include the right to 
take copies (Fuller). 

Audit. 17 . (1) The Registrar shall audit or cause 

to be audited by some person authorised by 
him by general or special order m writing 
in this behalf the accounts of every regis 
tered society once at least in every year. 

(2) The audit under sub-section (1) shall 
include an examination of overdue debts, if 
any, and a valuation of the assets and 
liabilities of the society. 

Bombay adds "the venfication of the cash balances" 
to which Madras adds "and securities " 

Burma has "venfication of the existence of." 

{S) The Registrar, the CoUecLot, or an^ 
person authorised by general or special or¬ 
der in writing in this behalf by the Regis- 
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trar shall at all times have access to all the 
books, accounts, paper and securities of a 
society, and every officer of the society 
shall furnish such infom^ation in ^regard 
to the transaction and working of the 
society as the person making such inspec¬ 
tion^ may require. 

Bombay says free access, and adds. shall be allowed 
to verify its cash balances and securities. The directors, 
manager, and other officers of the society shall 
furnish to the Registrar or other person appointed to 
audit the accounts of a society all such information as 
to its transactions and working as the Registrar or such 
person may require- Madras includes cash and other 
properties belonging to or in the custody of the society . 
and it makes every member liable to furnish any 
information required 

Bombay has a clause (4): The Registrar and every 
other person appointed to audit the accounts of a society 
shall have power when necessary (1) to summon at 
the time of his audit any officer, agent, servant or 
member who he has reason to believe can give valuable 
information in regard to any transaction of the society 
or the management of its affairs, or (2] to require the 
production of any book or document relating to the 
affairs of any cash or securities belonging to the society 
by the officer, agent, servant or member in possession of 
such book, document, cash or securities. Madras also 
gives the auditor power to summon any person in 
possession or respons/hie for the custoily of any such 
books, accounts, documents, securities, cash or other 
properties to produce the same at any place at the 
headquarters of the society or any branch thereof For 
1. The words “or audit” ^outd be inserted here. 
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Burma law see section 30 in Appendix It throws the 
responsibility for audit on to the society The power 
of access in clause {3> is confined to the auditor 
Section 33(4) of the Bihar Act lays down that the 
Auditor should report every transaction which is con¬ 
trary to the law or by*laws, the amount of any defi» 
ciencyof loss incurred by the culpable negligence or 
misconduct of any person and any money or property 
misappropriated or fraudulently retained by any person. 
Sections 78 and 79 of the Bengal Act have similar 
provision- 

As the accounts of primary societies are not unoftcn 
found to be incomplete and audit is held up due to this 
sec 17 of the Bengal Act authorises the Registrar or 
the Audit Officer twith the approval of the Registrar) to 
cause the accounts to be written up at the expense of 
the society. Sec. 80 of the Act provides for the recti¬ 
fication of defects or irrcgufannes pointed out by the 
Auditor. 

Collector —means the Chief Officer in charge of the 
revenue administration of a district.' 

It does not include a subordinate of the collector, 
and the latter cannot now depute a subordinate to inspect 
the society, 

Most countries, by law, require societies to submit 
their accounts to audit or inspection by some public 
authority- The original idea is to protect the members 
against the misconduct or incompetence of the officers, 
but undoubtedly the great value of a proper audit lies in 
the increased credit ofsodeties with outsiders and the 


1. General Clauses Act, see clause 3{10) 
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increased confidence of members in their or8:aijisation. 
Audit, in short, is for the benefit of the members * 

By the Companies Act, sections 144 and 145, every 
company must at its annual general meeting appoint an 
auditor for the next year and he must make a report 
during that year. If a company fails to do this the 
directors cannot appoint an auditor behind the backs of 
the shareholders but must apply to the Local Govern* 
ment. The burden of securing a proper audit of the 
accounts is thus placed on the company. The Friendly 
Societies Act also imposes this duty on the society and 
allows the audit to be conducted by two members, v/ho, 
of course, must not be office-bearers,* but as Mr. Wolff 
saysi we have Ja the co-operauve world everywhere 
come round to the conclusion that, except in very small 
societies, the work of one skilled accountant is worth 
a good deal more than that of the two unskilled mem¬ 
bers * The tendency in England is to insist upon a 
stricter observance of the provision of the Act regard¬ 
ing audit. 

The audit notes should not be treated as confidential- 
Usually the central banks receive copies and the Madras 


1 Cf Smith Gortfon, Co-operation for Farmcis, p 55 — 
The stability of a society’s business is largely aSccted by the 
manner in which its accounts are kept, but m a veiy large 
number of fanner’s societies, ihe keeping of the books is absolute¬ 
ly elementary and sometimes non-cxistem This difficulty has 
been dealt with m all countries where the movement is far 
advanced by insistence upon irequent audits conducted either 
under government supervision or by some properly authorised cen¬ 
tral body and m all cases by duly qualiRed persons In Amenca, 
where no such system exists, the result is seen m the frequent 
and unexpected failure of the societies It is absolutely nec«sary 
that some central body should have power lo supervise the 
auditing of farmers' co-operative societies 

2 The New York State law on agricultural, dairying and 
horticultural societies, prescabes an auditing Committee of 
three members who shall not be directors officers agents or 
employees of the associaUon, which sjnll at least oiice in each 
quarter make an examination of its records and propeny and 
report the results in wntuig to the association 

3 Co-operation in India, p 171 
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Committee recommended that these should be given 
free of charge and the centra! bank should have facili^ 
ties for making such further /nquiry as it considered 
necessary to safeguard its own financial interests. 

Under the first Act, no charge was to be made in 
respect of any audit made under this section, but now 
rules may be framed under section 43(b> regarding the 
levy of fees. Where societies are affiliated to a Central 
Federation or Provincial Union, this should possess 
power of control over auditors- If a society is prepared 
to employ and pay a chartered accountant or other 
professionally trained auditor, the Registrar would 
accept his audit as sufficient under this section ’ 

It will be noticed that no explanation is given of the 
action which the legislature intended to be taken. 


1. la certain States m India audit is either svhoUy or mainly 
departmeotal In others deparunenial and professional audit exist 
side by side In the Puniab and in Bihar upto 1938 the audit 
staS was employed by the Provincial Co-operative Union at 
Federation It is desirable that lo ihe case of apex organisa¬ 
tions, large central banks and large marketing and processing 
societies departmental audit should be supplemented by profes¬ 
sional audit. 

The Co-opeiativB Planning Comnnttte recommended that 
the Registrar may delegate his audit function to non-offlcial 
federations The Rural Credit Suivey Committee have suggested 
that the Audit staff of the Co-operative Department should be 
strengthened The Chief Auditor should be made responsible 
to the Registrar There should be concurrent audit for apex, 
central and urban banks and six monllily interim audit for all 
primary societies Audit staff should verify periodically that 
defects pointed out have been rectified There should be 
uniform standards of audit classification on an ail-India basis 

“The drawback of speci^ised auditors is that they concern 
themselves only with accounts and ignore such points as whether 
the by-laws are being observed, or the committee working 
properly In Switzerland, it is held that audit must not only 
guarantee sound business lines but also show that tbs statutory 
principles of Co-operalivc mutual help, devotion and ideahsm, 
are jealously practised” (Darting p IT) 

It has been notKcd that due to inadequacy of audit staff 
heavy arrears in audit work have accumulated In 1951 52 the 
percentage of unaudited societies was as high as 71 in Bihar, 
51 m Rajasthan, 49 in Assam and 41 in West Bengal 
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Section 26 of the Friendly Societies Act says that the 
auditors shall examine the annual return and verify it 
with the accounts and vouchers relating thereto, and 
shall either sign the annual return as found by them to 
be correct, duly vouched and in accordance with law, 
or specially report to the society In what respects 
they find it incorrect, unvouched or not in accordance 
with law. 

The manual on Co=operative Auditing of the Eng* 
lish Co*operative Union says- Audit gives confidence 
to the members. The auditor should direct analysis so 
as to reveal the points of weakness. His duty does 
not admit of any interference with the method of 
management of a society or the control of the officials 
and employees/ he should confine himself to the records 
of the business rather than to the actual working. He 
should examine the rules with a view to satisfying him* 
self that the working of the society is in accordance 
therewith. He should use his position and power by 
advice given to the Committee, and if necessary 
to the general meeting, with a view to a sound busi* 
ness policy being adopted.' 

Audit —may be defined as such an examination of the 
books, accounts and vouchers of a business, as shall 
enable the auditor to satisfy himself whether or not 
the balance*sheet is properly drawn up, so as to exhibit 
a true and correct view of the state of the affairs of the 
business, according to the best of his information and 
the explanations given to him and as shown by the 
books/ and if not, in what respects it is untrue or 
incorrect.* 

The auditor must, by the exercise of reasonable 
skill and diligence, satisfy himself that the books contain 

1 Tetlow, p. 19. 

2 For this definition and what follows see Spicer and 
Pegler’s ‘Practical Auditing’. 
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a proper record of the transactions entered into. This 
involves an examination, more or Jess complete, of the 
whole of the transactions of the business, and the man* 
ner in which they are recorded- The auditor should 
examine the by*laws of the society, and ascertain that 
they are duly carried out. The Burma Committee 
recommended that he should malte specific mention of 
all cases where a Joan has been misapplied or where 
the borrower has disposed of the profits without first 
repaying the society 

The two principal reasons for which audit is instifu* 
ted are the detection of fraud and the detection of 
errors. The prevention of fraud and errors depends 
upon the deterrent and moral clfect of the audit. Frauds 
may be divided into two classes defalcations, involving 
misappropriation either of money or goods, and the 
fraudulent manipulation of accounts, not involving 
defalcation- The opportunities of committing fraud by 
defalcation are so frequent and the method necessary 
to conceal it so simple that no business is safe from the 
risk- M'sappropriation may be concealed by the 
inclusion of fictitious payments and by the omission of 
receipts. The latter class is much the more difficult to 
detect The amount of detailed checking which the 
auditor must perform before he can satisfy himself that 
no fraud exists, will depend to a great extent on the 
check exercised by the managing committee. He must 
test the transactions exhaustively, and, should he find 
anything irregular, he must then make a complete audit.' 

In regard to the detection of errors, it must he re* 
membered that what at fimt sight appear to be merely 
clerical errors are often ultimately found to be due to 
fraudulent manipulation, and it is therefore important 

1 Secs 62 &. 63 of Onssa Co-operative Societies Act of 
1951 lay down the scope of audit and the Audit Report 
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for the auditor carefully to examine the cause of any 
error, however, slight it may appear to be. Errors of 
omission are very difficult to detect, and may not be 
discovered until the accounts of previous years arc 
compared An error of commission arises when a 
transaction is incorrectly recorded ,• either wholly or 
partially. The error may not be discovered until the 
transaction is vouched or otherwise checked. 

Clerical errors are due to posting an item to a wrong 
account, or to an incorrect posting. Where an item is 
posted to a wrong member, the balance remains correct 
and only careful check will lead to the detection of this 
kind of mistake. Where an Item is posted to the credit 
side instead of the debit side or vice versa, the result 
will be a discrepancy of double the amount. 

In companies where the most Important result of the 
audit Is to disclose the profit available for dividend, 
there are many errors which arc unimportant because 
they do not affect the net profit which may be divided 
amongst the shareholders. But in a Co«operat!ve 
Society, profits have not the same predominating Influx 
cnce, while correct accounting is absolutely necessary if 
the society is to survive. A joint-*stock company 
cannot be described as unsuccessful if the share* 
holders lose no money by it. A cooperative society 
can be described as unsuccessful, if the members lose 
no money by it yet fail to gam any advantage from it. 
It is hardly an exaggeration to say that proper audit is 
more important in a Co*operative Society than in a 
Joint-stock company. It is not every member who is 
responsible for any loss incurred. The Committee are 
elected in general meeting, but once elected, their 
powers are very complete Even the most honest or 
well-meaning member of the Committee may be liable 
to err. The members must have an independent opinion 
on the management of their Committee. This does not 
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arise from mistrust, but from ordinary business caution. 
It is easily understood that, among friends, there may be 
some hesitation on insisting on an independent audit. 
audit though primarily intended for the members, is also 
absolutely necessary for the protection of the members 
of the Committee against charges which cannot be 
supported. Regarded from every point of view, audit is 
absolutely essential to the successful, as well as to the 
smooth, administration of every society- 

In England refusal by an officer to furnish informa* 
tion required is an offence under the Act- In India it is 
left to the Penal Code’ except in Bombay where sections 
60 and 61 deal with offences. In Burma where a penal 
clause is added to this section and in Madras where 
section 52 covers the case. 

Privileges of Registered Societies 
18. The registration of a society shall 
render it a body corporate by the name un¬ 
der which it is registered, with perpetual 
succession and a common seal, and with 
power to hold property, to enter into con¬ 
tracts, to institute and defend suits and 
other legal proceedings and to do all things 
necessary for the purpose of its constitution. 

1 The need of a penalty w case of contumacy is illustrated 
by Sir T Y Russell's evidence before the House o£ Lords’ 
Committee on the Thnft and Credits Bill to the effect that 
several credit banks m Ireland refused to let the auditor audit 
them There should be imposed on the officers the duty to sho* 
the books, and a penalty should be provided Madras has no'V 
a rule empowenng the Registrar or anvooe authorised by bun 
under this section to require the production of any books, 
accounts, docuttienls. secunbes, and the cash The suiwnons is 
to be addressed to the person m possession of or responsible for 
the custody of the books, etc, and may be tendered to him, or 
to some adult member of his family, or left at his place of abode 
or affixed to it or sent by registered post Bombay has mseited 
the essential portion in a new clause (4) to section 17 of this Act 
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Madras for the last three words substitutes : for 
•which it was constituted. 

Cf. Indian Companies Act of 1956, section 34, 

clause 2 runs: "the subscribers.shall be a body 

corporate by the name contained in the memorandum, 
capable forthwith of exercising all the functions of an 
incorporated company, showing perpetual succession, 
etc, common seal." 

As the society is a body corporate, it is necessary 
to prescribe a Committee with legal power to represent 
it. In Germany where societies are not bodies corporate 
"the Co-operative Society shall be represented legally 
and otherwise by the Committee of management." 

The corporate body ceases to exist when registration 
is cancelled (sec 41), The effect of incorporation is to 
protect individual members from suits by creditors : no 
legal proceedings can lie against a member of a society 
individually m respect of an obligation of the society: 
the society has to be sued and in case of default it is the 
society and not the individual members which goes into 
liquidation (see sec. 42 and notes). The principles 
relating to bodies corporate are the same both as regards 
companies under the Companies Act and incorporated 
societies under the Co-operative Societies Act As 
the Full Bench of the Patna High Court have pointed 
out.* the members are not liable to have executions 
Issued against them in respect of judgments obtained 
against the society. The members can only be reached 

individually by the process of winding up.whether 

the liability of a society is limited or unlimited can only 
affect the members when they come to contribute to the 
liabilities of the socieiy in tbe windiog-iip. An e.Ycep® 
tion to this in favour of the Crown is embodied m 


1 Harihar Prasad, Gaya Central Co-operative Bank v. 
Bansi Missir and others—I L R., XI, Palna, p 174 

11 
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section 44. If the society is not a corporate body, the 
liability of each member is really unlimited and anyone 
may be sued by a creditor. In the case of corporate 
body, the members are only' liable to contribute towards 
any deficiency in the assets in the course of liquidation. 
This is styled "unlimited contributory liability" (cf. 
Cahill). The Agricultural Societies in Ireland, registered 
under the Friendly Societies Act. are not corporate 
bodies, but English societies registered under the 
Industrial and Provident Societies Acts are The result 
is the societies under the former Act "shall have one 
Of more trustees" in whom property is vested. 

Section 18 above follows section 21, Industrial and 
Provident Societies Act, 1893, except that the latter 
Imposes limited liability. German societies do not appear 
to be corporate bodies and hence individual members 
can be sued by creditors under their unlimited liability- 
Privileges^aK conferred on the condition that the 
societies adhere to their principles, they may be wiifK- 
drawn <sec.46> if they depart therefrom Accordingly 
they must be jealously guarded by a strict adherence to 
principles 

Prior claim t9« Subject to any prior claim, of the 
ofsociM, Government m respect ol land-revenue or 
any money recoverable as land-revenue or 
of a landlord in respect of rent or any 
money recoverable as rent, a registered 
society shall be entitled in priority to other 
creditors to enforce any outstanding demand 
due to the society from a member or past’ 
member— 

(a) in respect of the supply of seed or 
manure or of the loan of money for 
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the purchase of seed or manure 
upon the crops or other agricultural 
produce of such member or person 
at any time within eighteen months 
from the date of such supply or 
loan : 

(b) in respect of the supply ot cattle, 
fodder for cattle, agricultural or 
industrial implements or jnachi- 
nery, raw materials for manufac¬ 
ture or of the loan of money for 
the purchase of any of the fore¬ 
going things—upon any such 
things so supplied, or purchaised 
in whole or in part h om any such 
loan, or on any articles manufac¬ 
tured from raw materials so sup¬ 
plied or purchased. 

Madras adds a clause <2>, the priority created by 
subsection <i> in favour of a registered society shall be 
available against any claim of the Government from 
a loan granted under the Land Improvements Loans 
Act, 1883, after the grant of the loan by the society. 

The claim referred to is one m a iudiciat proceeding, 
the section does not confer any summary power of 
realisation on a society. The Friendly Societies Act 
gives a registered society prionty in the case of the 
death or bankruptcy of an officer in respect of any 
money or property of the society held by him. on 
demand by the society, the heirs, trustees, etc. must pay 
the money or deliver the property in preference to any 
other debt or claim against the estate of the officer. 
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The Calcutta High Court has ruled that an outside 
decreeholder can attach and sell a crop or other prope* 
rty covered by this section in priority to a society 
unless the society also obtains a decree m ns favour or 
holds a charge under section 20 1 the Committee 
favoured an amendment to this section making the hen 
a charge on the property in respect of which the loan 
was granted <para 70>: and all Local Governments 
seem to be agreed that the "hen" should be converted 
into a "charge" so that a society may have a prior claim 
without obtaining a decree. 

Bombay had enacted that these claims shall be a 
first charge in section 24. The charge did not prove 
of much practical value hence this section was amended 
in 1948. Burma omits this section altogether as the 
prior claim was of httle value and was never enforced, 
and the effect of altering this to a 'first charge' was 
doubtful The English Agricultural Credits Act, 1928, 
provides for charges in favour of banks approved by 
the Minister, it is described as an agricultural charge! 
section 11 enacts that if, with intent to defraud, any 
farmer who has created an agricultural charge fads to 
comply with the obligations imposed or removes or 
suffers to be removed from his holding the property 
subject to the charge be shall be liable to penal 
servitude for three years. The Committee on Co*' 
operation in Burma recommended legislation of this 
nature for India. The recommendation of the Madras 
Committee in favour of a charge may therefore be 
considered obsolete, and u is interesting to note that the 



165 


S.19.] PRIVILEGES OF REGISTERED SOCIETIES 

new Act does not alter the old wording and so does not 
adopt Bombay's lead.^ 

The exact meaning of this section is not clear. 
Already, under section 60, Civil Procedure Code, where 
a judgment debtor is an agriculturist, his implements 
of husbandry and such cattle and seed gram as may, in 
the opinion of the court, be necessary to enable him 
to earn his livelihood as such, and such portion of agri;= 
cultural produce or of any class of agricultural produce 
as may have been declared to be free from liability 
under the provisions of section 61, are not liable to 
attachment The section gives no prior claim to land 
purchased or redeemed from money lent by the society. 
The law of the Philippines consututes these loans a lien 
ranking in priority before every other clam, mortgages 
alone excepted. In Austria, credit societies have a lien 


1 Section 47(1) of ihe Bengal Act has converted the prior 
claim to a first charge upon (a) agnculiurat produce tor supplies 
or loans for the conduct of agricultural operations (b) agri¬ 
cultural produce for loans to provide the means ot paying 
irrigation facilities (c) agncultura* produce, cattle, implements, 
svarehouscs for loans advancea for providing these (d) raw 
materials or any articles manufactured from raw materials or 
with implements or machinery purcbasetl irom such loan This 
also covers charge on land redeemed by a member or house 
purchased or constructed for which the loan v,as incurred 
Bihar has similar provision under sec 23 As under sec 16 
of the Bihar Act it is possible for a society to lend to a non- 
member with the sanction of the Registrar This debt under sec 
23(A) will be be a first charge on the property of the non-member 
Under sec 57A the Registrar may issue orders tor distraint ot 
produce either standing or the field or gathered, for the 
recovery of the debt See 47(1) of the Bengal Act created this 
first charge “notwithstanding anyJiing contained in sections 60 
and 61 of the Code of i^ivil Procedure or in the Bengal Tenancy 
Act of 1885” Sec 24 oi the Bombay Act as amended m 1948 
provides that no property or interest which is subject to a 
charge shall be transferred in an> manner except by way of lease 
for a term exceeding lea years without the previous permission 
of the society and an>one »4io transfers such property is liable 
to be punished with nupiiscrnnent or fine Under sc,. 24A an 
applicant for loan must make a declaration creating a charge 
on the land owned by him for the amount ot the loan to be 
sanctioned at that time and also in future He shall not alienate 
the whole or any portion of this land but he may with the 
permission of the society dispose of standing crops 
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precede 1?°';^'“ -enJ-er rf.cl, 

d T’ ‘"’'“■‘if'^-^Pred.to:,, after he has 
.5 prohT,ed r ■ I" Italy, a tc„o.er 

<0'« tEkicI, fie 

incused .“r to the tu,-er, until tbe deit 

incurred to the credit insnimiou has teen discharjed. Tc 
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tv may be secured 
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=6 A registered society shall have a 
charge upon the share or interest m the 
capual and on the deposits of a member or 
past member and upon any dividend, bonus 
Oi profits p.iyable to a member or past 


1 HOTid, p 376. 
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member in respect of any debt due from 
such member or past member to the society, 
and may set off any sum credited or pay¬ 
able to a member or past member in or 
towards payment of any such debt 

A company has a lien on the shares of its memhers. 
In the German Act "the sum paid up with respect of 
shares of members may not while membership lasts be 
accepted as security in its business with members. 
Members cannot have the value of their share taken into 
account in the settlement of accounts with the society" 
'(Cahill). Industrial and Provident Societies Act, 
section 23 <2), "a registered society shall have a hen on 
the shares of any member for any debt due to it by him 
and may set off any sum credited to the member thereon 
in or towards the payment of such debt." 

The words "set off" aie not used in a strictly legal 
.sense, but more in a business sense, as indicating that 
ihe society may deduct or write off the amount of a 
member's debt from the sum credited as paid on his 
share, and therefore, so long as the society is carrying 
on business, it may bonn avail Itself of this section 
(Fuller), 

The model articles of a company give a company a 
hen on every share (not fully paid-up) and on dividends 
thereon for all moneys due on the share, and the com= 
pany may sell the share to enforce its hen without resort 
to the Court. 

It would be quite absurd for a member to be able to 
set off his share m the society against the society's 
claim against him for money owed The shares are part 
of the capital of the society and are security for the 
creditors and not for the debtors. Unfortunately such 
a set^^off was freely permitted in Burma with regrettable 
lesults. 
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Interest —See note to section 5. 

Bonus—A sum given or paid over and above "wbat 
required to be paid or is regularjy^ payable (Century 
Dicionary). 

The Madras Act adds "or deceased" and "or the 
estate of a deceased member" after "past" and "past 
member" and so places the interest of a deceased 
member and any sums due to bis estate on a footing 
similar to that of present and past members- 

Shares or 21. Subject to the provisions of section 
20, the share or interest of a member in the 
attachment, registered society shall not be 

liable to attachment or sale under any 
decree or order of a Court of Justice in res¬ 
pect of any debt or liability incurred by 
such member, and neither the Official As¬ 
signee under the Piesidency-toivns InstJ- 
vency Act, 190U nor a Receiver under the 
Provincial Insolvency Act. 1020, shall be 
entitled to or have any claim on such share 
or interest 

Bombay includes m this exception the share or 
interest in any provident fund established under section 
41 of the locai Act. 

The word "capital" here does not refer to the whole 
funds of the society, or the working capital, as otherwise 
a member's share or interest in his deposit would 
not be liable to attachment It apparently refers to the 
capital owned by the members in their corporate 
capacity, I c the society's owned capital. The Govern^ 
ment of India expressly refrained from exempting 
deposits from attachment as they did not think that 
thrift should be encouraged wholesale at the expense of 
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the legitimate creditor-' Thus the deposits, dividends 
and interest on deposits of loans are not exempt. As 
one of the chief objects is to encourage thrift, this special 
privilege was accorded to protect savings in the form 
of shares It was originally proposed to exempt deposits 
up to Rs. 100 placed with a society for a year, but this 
was omitted from the bill- 

In the German Act a creditor of a member may 
(under restrictions) attach the interest of the member 
and then give notice of the member's withdrawal so as 
to secure payment of the interest attached. 

Note that this exemption only applies to shares of a 
registered society, so that on dissolution as soon as the 
registration is cancelled (secs 39 and 40> the shares 
would become liable to attachment if no liquidator xtere 
appointed to take charge of the assets * 

For the meaning of the word "interest" in the 
section, see note to section 5. 

22' (1) On the deatli of a member a regis 
tered society may transfer the share or in¬ 
terest of the deceased member to the person 
nominated in accordance \\ ith the rules made 
in this behalf, or, if there is no person so 
nominated, to such person as may appear to 
the Committee to be the heir or legal re- 


1. But under section 60, Civil Procedure Code, exemption 
from attachment is granted to a'l compulsory deposits or other 
sums in or derived from anv fund to winch the Provident Funds 
Act, 1897, for the time being applies in so far as the> arc 
declared by the said Act not to be liable to attachment 

2 Sec 39 of the Biha’’ Act includes also “contributions'* 
to a registered society’’ by a member as not liabJe to aliacb- 
ment Sec 64 ot me Bengal Act provide^, that the share or 
interest of a member in any provident fund established un¬ 
der sec 59 ’ shall not be liable to attachment This provi¬ 
dent fund IS created for the members, officers or servants 
of the society out of contributions made by them 


Transfer of 
interest on 
death of a 
member, 
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preseatative, as the case may be, a sum le- 
preseuting the value of such member’s share 
or interest, as ascertained in accordance 
with the rules or by-laws i 
Provided that ■— 

(1) in the case of a society with un¬ 
limited liability, such nominee, heir 
or legal representative, as the case 
may be, may require payment by 
the society of the value of the share 
or interest of the deceased member 
ascertained as aforesaid , 

(ii) in tne case of a society with hmited 
liability, the society shall transfer 
the share or interest of the deceased 
member to such nominee, heir or 
legal representative, as the case 
may be, being qualified in accor¬ 
dance with the rules and by-laws 
for membership of the society, or 
on his application within one month 
of the death of the deceased member 
to any person specified in the appli¬ 
cation who is so qualified. 

(2) A registered society may pay all other 
moneys due to the deceased member from 
the society to such nominee, heir or legal 
representative, as the case may be. 

{3) All transfers and payments made by 
-a registered society in accordance with the 
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provisions of this section shall be valid and 
-efEectual against any demand made upon 
the society by any other person. 

Bombay allows the society to transfer within a 
period of one year the share or interest to the nominee 
jf duly admitted a member of the society, if there is no 
nominee the transfer may be made to the heir or legal 
representative if duly elected a member of the society, 
•or it may pay a sum representing the value of such 
member's share or interest The nominee, heir or legal 
representative may require payment within one year- 
For clause (2) the Bombay Act has:—"a society 
shall, unless prevented by an order of a competent 
court, pay". For the Burma sections (19 and 20) see 
Appendix- They are far from being an improvement 
on the original. They set up a curious undefined dis¬ 
tinction between transfer, payment and disposal, and 
contain the unfortunate mistake of making it 
obligatory on a society with limited liability to 
pay the value of deceased member’s shares to the 
nominee. This provision requmng the repayment 
of share capital even by Cenual Banks holding 
deposits is expressly opposed to secuon 19 (1) Industrial 
and Provident Societies Act which rules. No registered 
society which has any withdrawable share capital 
shall carry on the business of banking. The Burma 
Committee recommended the addition of a proviso to 
the effect that nothing in these sections should be 
read as authorising any society with limited liability 
holding deposits or loans to reduce its paid=up capital. 

Interest —see note to section 5. 

This section follows sections 56, 57 and 58, Friendly 
Societies Act. There, however, the same procedure is 
extended to cases of a member's becoming insane. 

Rules may be made under section 43 (n), under 



172 THE LAW PRINCUtrs or CO-OPERATION [S.22. 


■which the matter is further discussed- It should he 
noted that only one person may he nominated hut 
Bombay has "person or persons nominated”. In 
England, an amendment allowing more nominees than 
one was earned for the Industrial and Provident 
Societies Act but not for the Friendly Societies Act. 

Under section 6, members at the time of registration 
must be over 18 years of age, but the maintenance of 
this qualification is not provided for- Presumably a 
minor member cannot make a nomination, and minor 
son of a deceased member need not be accepted as a 
member ‘ the society is not bound to accept the heir 
(major or minor) or any nominee as a member. The 
general rule is that the heirs of a deceased member are 
not recognised as members umil one of them is accep' 
ted by the Committee as representative of the daceased-' 
if no such represemativc is elected, the heirs are entitled 
to repayment of the value of the share or interest if 
the liability of the society is unlimited. In this case 
section 24 gives the society ample protection, aspre> 
sumably the value of the share returned is but a small 
fraction of the total assets of the estate available in case 
of need. In a society of limited liability, the value of 
the share is either the whole (fully paid-up) or a 
large fraction (partly paid up) of the liability and it 
would obviously be inconvenient to part -with it. Accor* 
dingly, in a society with limited liability, the value of 
the share of a deceased member cannot be paid back 
(cf. Proceedings oI Ninth Bengal Conference). Yet, 
mentioned above, the Burma Act makes this obligatory'- 


1 Sec 71 ol the Bengal Act crovides for the disposal 
of the share or interest ot an expelled resigned or insane 
iTzrtnfrer fAafe or leteresf ^itail be fran--ferreJ to snolhri’ 

person qualified to be the transferee iindtr sec 68 and th* 
value shall be paid to the fDesnbcr or \i he js insane to any 
person appointed to manaec his properties under the Indian 
J-unacy Act of 1912 
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In joint-stock companies only executors or adminis¬ 
trators are recognised by the Company as entitled to the 
share, but the Directors have the same right to decline 
registration of transfer as they have in ordinary cases 
The Government of India have explained that the 
question of the relations of a society to the minor heirs 
of deceased members is, subject to this section, left to 
the operations of the ordinary law. Thus, if there is a 
liability on the share held by a minor, the society should 
take action against the legal representatives, executors 
or administrator, or may apply to the court for the 
appointment of a guardian and failing satisfaction it may 
force the estate into bankruptcy and so obtain a due 
proportion of the assets It may apply to have the 
estate administered by the Court. If the member dies 
insolvent, the society may prove for the value of the 
uncalled portion of the share 

The period of one month in proviso <ii> might suit- 
ably be extended if any difficulty is actually experien¬ 
ced Bombay allows one year. 

The value of a share is not necessarily the nominal 
value. It docs not include anything on account of the 
reserve fund (which is indivisible) but is apparently liable 
to deduction for loss incurred by the society The value 
of the share may be ascertained from the last annual 
balance-sheet. The by-laws of Indian societies usually 
prescribe that the "value of the share in no case be more 
than the sum received by the society in payment thereof." 

Clause 3 protects the society from litigation Claim¬ 
ants must sue the nominee without joining the society as 
a party. Cf. Friendly Societies Act the next-of-kin or 
fawfuf representative of the deceased member sfiaff have 
remedy for recovery of the money, so paid, against the 
person who has received that money. 

If the nominee dies, the Committee can take action 
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as if there were no person nominated- The Committee 
would, of course, accept as legal representative anyone 
holding a succession certificate, where there was no 
nominee. Where there was a nominee, the Committee 
could presumably pay the nominee and leave the certi¬ 
ficate holder to deal with him. 

Refusal to pay the share or interest to the person 
nominated is an offence in England. 

The Act does not provide any corresponding sum» 
mary procedure for disposing of the deposit of a non* 
member who dies. Section 31 of Burma Act applies the 
Government Savings Banks Act to such cases 

Liability 23. The liability of a past member for the 
^ registered society as they existed 
at the time when he ceased to be a member 
shall continue for a period of two years 
from, the date of his ceasing to be a member. 

This section is intended to protect creditors by 
restricting a member from shuffling off his liability and 
fay making liable for debts one who has enjoyed benefits. 
It applies to joint-siock companies: section 426 of 
Indian Companies Act of 1956 provides that a past 
member is liable to contribute on windmg*up unless he 
ceased to be a member for one year or upwards before 
the commencement of the winding»up He is not liable 
to contribute in respect of any debt or liability contrac* 
ted after he ceased to be a member and is not called 
upon unless it appears to the court that the existing 
members are unable to satisfy the contributions required. 
In the case of limited liability societies the contribution 
(sec. 42 <2> <b» is limited to the sum uncalled on the 
shares and in certain cases to dividends received. 

The debts referred to are defats to third parties and 
the expenses ofvundtng^p, and the period of two years 
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applies to those only. It does not curtail limitation in 
respect to sums owed by past members to existing 
societies. It would appear that no call can be made on 
a past member except under section 42<2> <b>. The rule 
is a fair and reasonable ’one. Mr- Wolff writes that, 
by strict right, the outgoing member is liable in respect 
of every liability incurred during his membership with® 
out limit of time. The fixing of a period within which 
a past member can be called upon to contribute is a 
matter of convenience only- In France members are 
not free from their responsibility until after the settle® 
ment of engagements contracted by the society before 
their withdrawal. In Belgium the liability continues 
for five years, in Greece for three years, in Italy for two 
years. In England, it only applies to those who ceased 
to be members within one year prior to the commence¬ 
ment of winding»up. The past member cannot seek to 
liquidate his liability by promoting the dissolution of the 
society <cf. sec. 39<1> which refers only to members). 

Bengal has, in view of this section, framed a rule that 
no past member of a society wyh unlimited liability 
shall be eligible for membership of another such society 
except with the special permission of the Registrar. By 
a proviso to section 26<2> of the Burma Act a past 
member was not to be liable to contribute in respect of 
any debts of the society which could be satisfied by 
contributions from present members This clearly enables 
unscrupulous members to throw the whole burden on to 
the richer ones by withdrawing before them- The 
Burma Committee pointed out the injustice. 

As they existed at the time —This may include debts 
contracted before the member joined, as in the case of 
ordinary companies. In Germany and Greece this is 
specially provided for a member on joining assumes 
liability for all debts existing at the time he joined, but 
in the Irish rules liability is limited to debts contracted 
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during the period of membership. This seems to be 
unworkable as jt is the deficiency of assets which has 
lo be made good. The English Act provides that no 
individual, society or company shall be liable to contrU 
bute m respect of any debt or liability contracted after 
he or It ceased lo be a member. The wording of 
the above section clearly includes this meaning. In 
order to define the liability German societies assume 
that membership ceases from the end of the financial 
year and so makes the annual balance-sheet the basis for 
the calculation of the debts as they existed at the time. 

The South African Act contains the sensible pro* 
vision that the liability of a past member ceases in 
all respects as soon as the financial statements of the 
society signed by the auditor disclose a credit balance 
in favour of the society. 

Apparently a past member is bound by any altera¬ 
tion of the rules carried out subsequent to his with¬ 
drawal which may enhance his liability, subject/ of 
course, to the proviso "as they existed at the time”- 
This may seem startling, but it merely means that while 
a member has the right to withdraw at the moment a 
society proposes to incur a UabiUty to which he objects/ 
he does not thereby escape liability for his share in any 
measure the society may deem it advisable to ake to 
meet responsibilities mcuircd while he was yet a member- 

Past member —is a person who has legally been a 
member and has ceased to be such by forfeiture, can¬ 
cellation, surrender, or transfer of his shares (Com¬ 
panies Act) but not, apparently by death. The date 
on which he ceased to be a member would be proved 
from the register of members (sec 25 (b)*. This pro- 


1 Cessation of membership will lake effect from the ditc 
on v.hich Uit kUei of TCsignation reaches the socieiy. 
(Govinda Chelliar V Uthukottai Co opcraiive Society A I. F > 
19.10. Mad 831) 
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vision should tend to make societies very cautious in 
granting loans for periods longer than two years as 
liability for loss on longer term loans could be avoided. 

Madras has replaced "at the time" by "on the 
date". It has also applied this section to estates of 
deceased members and so increased the period from 
one year to two. 

This section does not limit the period of liability of 
a withdrawing or past member for the debt of a mem¬ 
ber for whom he has stood surety. His liability as 
surety is a separate contract altogether from his liability 
as member. 

24. The estate of a deceased member Liability of 
shall be liable for a period of one year from S deceased 
the time of his decease for the debts of a 
registered society as thev existed at the time 
ot his decease. 

See notes to section 23. 

Also see notes under section 22, which deals with 
the case where the account is in favour of the member. 

The date of decease would have to be independently 
proved unless it were entered m the register of members 
<sec. 25 <b» Under the bydaws membership ceases 
at death in the case of societies with unlimited liability, 
so the register should supply evidence of the date 

The heirs or representatives of a deceased member 
cannot promote the dissolution of a society in order to 
liquidate their liability <sec. 39 <1». 

This section seems to refer only to contributions 
fixed by the liquidator <sec 42 O <b» or to a levy by 
the society to cover bad debts. But, by a curious 
omission, the reference in section 42 <2> <b> is to mem* 
bers and past members only, and not to the estates of 
■deceased members. Once payment of the deceased 
12 
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Register of 
members 


member's share or interest is made to the nominee, 
the society must have resort to the heirs, executors 
or administrators of the estate, presumably by civil 
suit- 

In Greece the penod of liability is three years and 
the Madras Committee recommended extension to two 
years, •which has no'w been incorporated in the new Act 
<cf. notes to section 23>. 

25. Any icgister oi list of membeis or 
shares kept by any registered society shall 
be prima facie evidence ot any of the 
following particulars entered therein — 

(a) the (late at which the name of any 
person was entered in such register 
ov list as a member, 

(b) the date at which any such person 
ceased to be a member. 

Cf. section 164- Indian Companies Act of 1956 
Note that the register is not pnma facie evidence of 
the names, addresses, occupations of members and 
number of shares held. The register m fact must be 
supplemented by independent evidence to prove that a 
person named therein is a member This register, from 
the legal aspect, is one of the most important docu» 
ments a corporate body maintains it discloses the list 
of persons liable. It is accordingly compulsory under 
most Acts and should have been made obligatory here- 
The Bombay Act requires every society to keep open 
to inspection a register of its members (see Appendix)- 
It must be kept up-ta=date to ensure the satisfactory 
application of sections 23, 24, and 42 <b>, it must record 
the effect of transfeis <sec 14> and, of course must, 
contain the dates of deaths of members (as membership 
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ceases on death). Its maintenance should be made 
compulsory by rule under section 43 <k> and there 
should be a rule under section 43 (g) imposing responsU 
bility upon the Committee. Cf. German Act: The 
Committee must maintain a list of members and keep 
It up-to-date. This register must always be open to 
inspection by members. A copy has to be sent to the 
Registrar every year at whose office, presumably, it is 
open to inspection. The register might suitably have 
been included in section 16 <see notes to sec. 43 <1> >- 

26. A copy of any entry in a book of a Proof of 
registered society regularly kept in the societies’ 
course of business, shall, if certified m such °° 
manner as may be prescribed by the rules, 
be received, in any suit or legal proceeding, 
as prima facie evidence of the existence of 
such entry, and shall be admitted as evi¬ 
dence of the matters, transactions and ac- 
ccounts therein recorded m every case where, 
and to the same extent as, the original en¬ 
try itself is admassible. 

For the Bombay section, see Appendix 

This, almost word for word, follows section 4, 

Bankers' Books Evidence Act <XVIII of 1891). The 
books include ledger, day books, cash books, account 
books, and all other books used in the ordinary business 
of a bank. 

Section 5 of the Act runs no officer of a bank shall 
in any legal proceeding to which the bank is not a 
part}' be compellable to protfoce any banker's book, 
the contents of which can be proved under this Act or 
to appear as a witness to prove the matters ..therein 
recorded unless by order of the Court or a judge <of 
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member’s share or interest is made to the nominee, 
the society must have resort to the heirs, executors 
or administrators of the estate, presumably by civil 
suit. 

In Greece the penod of liability is three years and 
the Madras Committee recommended extension to f&o 
years, which has now been incorporated m the new Act 
<cf. notes to section 23>. 

25. Any legister or list of membcis or 
shares kept by any registered society shall 
be priraa facie evidence of any of the 
following particulars entered therein — 

(a) the date at which the name of any 
person was entered in such register 
or list as a member, 

(b) the date at which any such person 
ceased to be a member. 

Cf. section 164. Indian Companies Act of 1956 
Note that the register is not prima facie evidence of 
the names, addresses, occupations of members and 
number of shares held. The register in fact must be 
supplemented by independent evidence to prove that a 
person named therein is a member. This register, front 
the legal aspect, is one of the most important docu' 
ments a corporate body maintains it discloses the list 
of persons liable It is accordingly compulsory under 
most Acts and should have been made obligatory here. 
The Bombay Act requires every society to keep opC” 
to inspection a register of its members fsee Appendix^’ 

It must be kept up-to-date to ensure the satisfactory 
application of sections 23, 24, and 42 <b> / it must record 
the effect of transfers <sec 14) and, of course must< 
contain the dates of deaths of members <as membership 
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ceases on death). Its maintenance should be made 
compulsory by rule under secUon 43 <k> and there 
should be a rule under section 43 (g) imposing responsU 
bilicy upon the Committee. Cf. German Act- The 
Committee must maintain a list of members and keep 
it up-to-date. This register must always be open to 
inspection by members. A copy has to be sent to the 
Registrar every year at whose office, presumably, it is 
open to inspection. The register might suitably have 
been included in section 16 <see notes to sec. 43 <1> >. 

26. A copy of any entry in a book of a Proof of 
registered society regularly kept in the societies’ 
course of business, shall, if certified in such 
manner as may be prescribed by the rules, 
be received, in any suit or legal proceeding, 
as pnma facie evidence of the existence of 
such entry, and shall be admitted as evi¬ 
dence of the matters, transactions and ac- 
ccounts therein recorded in every case where, 
and to the same extent as, the original en¬ 
try itself is admissible. 

For the Bombay section, see Appendix 

This, almost word for word, follows section 4, 

Bankers' Books Evidence Act <XVIII of 1891). The 
books include ledger, day books, cash books, account 
books, and all other books used in the ordinary business 
of a bank. 

Section 5 of the Act runs • no officer of a bank shall 
m any legal proceeding to which the bank is not a 
party be compellable to produce any banker's book, 
the contents of which can be proved under this Act or 
to appear as a witness to prove the matters ..therein 
recorded unless by order of the Court or a judge (of 
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a High Court) made for special cause.’ The Court 
under section 6 may give liberty to a party to inspect 
the books. 

Burma enacts this as section 12 <2> but confines it to 
"such Co operative Societies as the Local Govern¬ 
ment by general or special order may direct", Madras 
enacts this under Sec. 27<2). The obfect of extending the 
exemption to books after liquidation is not quite clear. 

Book —See notes to section 43<h> To be a book 
used in the ordinary business of a bank for as here 
expressed, regularly kept in the course of business) it 
need not be In use every day it is sufficient if it be a 
book kept by the banker for reference if neccskary. In 
litigation to which the bank is not a party, there is 
power, for special cause, to order the production of 
bank books, the content of which could be proved 
under the Bankers' Books Evidence Act, It would 
seem, however, that, short of some recalcitrancy on the 
part of the banker, no such order should be made. 
Unfortunately Courts arc inclined to ignore this section 
of the law. 

Certified —Sec notes to section 43 <j>. 

To the same extern as the original entry—Ol section 
34, Evidence Act- Entries in books of account, 
regularly kept in the course of business, are relevant 
whenever they refer to a matter into which the Court 
has to enquire but such statements shall not alone be 
sufficient evidence to charge any person with liability. 

The following sections of the Evidence Act are 
important in this connection Section 130: No witness 
who IS not a party to a suit shall be compelled to 
produce his tiile*deeds to any property or any docu' 
ment in virtue of which he holds any property as 
pledgee or mortgagee., unless he has agreed in 

1 Sec 27(2) of the Afadras Act has similar provision. 

2 Paget Law of Baaking 
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writing to produce them. Section 65 •’ Secondary 

evidence may be given of the eidstence, condition or 
contents of a document in the following cases: — 

(f) When the original is a document of which a 
certified copy is permitted by this Act, or by any other 
law in force in British India, to be given in evidence. 
In case <f) a certified copy of the document but no 
other kind of secondary evidence is admissible. 

In dealing with publicity, it has been shown that 
deposit accounts, and perhaps loan accounts also, 
should not be open to inspection even by members 
much less by the public, and the above provisions 
protect these accounts from being called into Court 
at the request of any malcontent. The whole of a 
society's books cannot be called Into Court as they 
contain accounts of persons entirely unconnected with 
the case. For the books which may be open to ins* 
pection, see notes to section 43 (I). 

27. Nothing m section 17, sub-section 
(1) clauses (b) and (c). of the Indian Registra¬ 
tion Act, 1908 shall apply to— 

(1) any instrument relating to shares 
in a registered society, noUT-ith- 
standing that assets of such society 
consist in whole or part of im¬ 
moveable property, or 

(2) any debenture' issued by any such 

1 Debenture is a wriCing acknowledging a debt and, 
specifically, an instrument for the repayment of money lent, 
e g , an obligation of a corporation issued in a form convenient 
to be bought and sold as investmeni (CentuiT’ Dirtionary) In 
Ordinary business it is an acknowledgment of a debt with a 
, date for repayment, which can be bought and sold m open 
market It may bg a simple debenture carrying no charge on 
35sets or a mortgage debenture carrving either a fixed or 
a floating charge on some or all of the assets of the corpora¬ 
tion issuing It. 


Exemption 
from Com¬ 
pulsory re¬ 
gistration 
of instru¬ 
ments re¬ 
lating to 
shares and 
debentures 
of register¬ 
ed society 
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society and not creating, declaiing, 
assigning, limiting or extinguish¬ 
ing any right, title or interest to or 
in immoveable property except in 
so far as it entitles the holder to the 
security aHorded by a registered 
instrument whereby the society has 
mortgaged, conveyed or othersvise 
transferred the wnole or part of its 
immoveable property or any inter¬ 
est therein to trustees upon trust for 
the benefit of the holders of such 
debentures or 

(3) any endorsement upon or transfer 
of any debenture issued by any 
such society. 

This cxeniptisn 'S'as not granted under the Act of 
1904. Section 17. (I) The following documents shall 
be registered ifihc property to which they relate Is 
situated m a distnci m which, and if they have been 
executed on or after the date on which. Act No XVI of 
1864 or the Indian Registration Act, 1866, or the Indian 
Registration Act, 1871, or the Indian Registration Act, 
1877, or this Act came or comes into force, namely 
<b> other non®tcstamentary instruments which pur* 
port or operate to create, declare, assign, limit 
or extinguish, whether in present or in future, 
any right, title or interest, whether vested or 
contingent, of the value of one hundred rupees 
and upwards, to or in immoveable property r 
<c> non»testaroentary instruments which acknow¬ 
ledge the receipt of payment of any considera* 
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tion on accotmt of the creation, declaration, 
assignment, limitation, or extinction of any 
such right, title or interest. 

28. ( 1 ) The Governor General in Council, p” 

hy notification in the Gazette of India, may 
in the case of any registered society remit 
the income-tax payable in respect of the tratiomees 
profits of the society, or of the dividends or 
other payments received by the members of 
the society on account of piofits. 

(Note:—The Burma Act, omits this clause- The 
notification below refers to societies registered under 
ifns Act however) 

(2) The Local Government, by notifica¬ 
tion in the local official Gazette, may in the 
case of any registered society or class of 
registered societies, remit. 

(a) the stamp duty with which, under 
any law foi the time being in force, 
instruments executed by or on 
behalf of a registered society or by 
an officer or member and relating 
to the business of such society or 
any class of such instruments, are 
respectively chaigeable. 

(b) any fee payable under the law of 
registration for the time being in 
force.' 


1 This section 
XXXVIII of 1920. 


amended by ihe devolution Act 
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The Burma Act omits clause 0> and also repeals 
the whole Act of 1912. The Bombay Act retains the 
clause. 

In sub-section <2) <a> the Madras Act after "instru# 
ments" in the seventh fine adds "or decisions, awards 
or orders of the Registrar or arbitrators under this Act." 

The Government of India (Finance Department* 
Central Revenues) Notification No. 25 dated 25th 
August 1925 as amended by Notification No. 26 dated 
Z5th June, 1934 and Notification No. 33 dated 15th 
August 1945 reads thus —"The profits of any co-opera¬ 
tive society other than the Samkatta Saltowners' society 
in the Bombay State for the time being registered under 
the Co-operative Societies Act of 1912, the Bombay 
Co-operative Societies Act, 1925 or the Madras 
Co-operative Societies Act 1932 or the dividends or 
other payments received by the member of any such 
society out of such profits shall be exempt from the tax 
payable under the Income Tax Act. 

Explanation —For this purpose the profits of a 
co-operative society shall not be deemed to 
include any income, profits or gams from— 
<i) investments in <a) securities of the nature 
referred torn section 8 of the Income Tax 
Act, or <b) property of the nature referred 
to in section 9 of the Act, (ii> dividends, or 
(ill) the other sources referred to in section 12 
of the Indian Income Tax Act 

This notification consists of two distinct parts The 
first relates to the profits Co-operators in England 
have always maintained that there is no such thing in 
their transactions as profits in the commercial sense of 
the word. They allow a fair interest to capital and 
regard the remainder of the surplus as the result of 
over-charging their members for services rendered, and 
they return this surplus fay way of dividend on transac- 
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tlons or a bonus on -wages. The Treasury finally admi*- 
tted the argument and Parliament has ratified this ‘ But 
steps have been taken to prevent abuse. Co*operators 
argue that their sole aim is the public good and accor^- 
dingly the public should not be excluded from parti* 
cipation- Co*operators must not make profit from non* 
members. The section <24> of the Industrial and 
Provincial Societies Act accordingly runs —A registered 
society shall nof be chargeable under schedules C and 
D of the Income Tax Acts unless it sells to persons not 
memheTS thereof and the number of shares of the society 
is limited either by its rules or its practice These 
provisions were inserted at the instance of private 
traders to ensure that a privileged society did not 
compete -with them for the custom of non»members 
Where the holding of a share is a condition of member^ 
ship, It follows that a society must not place restrictions 
on the number of its shares- The society must be 
prepared to admit as members all who deal with it so 
that they may join in the proportionate return of any 
surplus made by the society. (Hence, the need of rules 
under sec 43 <p>, <q), and (r> > * 

The second part of the notification exempting divi* 
dends or other payments received by the members on 
account of profits seems to be a pure act of grace on 
the part of Government The movement, however, 
deals almost entirely with persons of limited means 


1 The liability of a co-operative society depends upon 
whether it is a mutual concern earmn* non-taxabU surplus or 
whether it is a non-mutual coDtxrn earning taxable profits In 
English and Scottish Joint Co-operative Society Ltd V C Ag 
I T (12) the Pnvy CounnI held tint a co-operative society 
which sold the tea grown and manufactuted bv itself to mem¬ 
bers was a non-mutual concern 

2 In the case of Commissioner of Income Tax v—Salem 
District Urban Bank Ltd (1940 I L R 269) it was held 
that the profit of a co-operative wholesale society “irres¬ 
pective of the fact whether they were derived from its busi¬ 
ness with members or non-members were exempt from in¬ 
come tax” 
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whose income is not likely to be assessable so that the 
-cost to Government must be infling. In England such 
profits are liable to assessment. The Government of 
India did not intend that exemption should be perma* 
Tient. It was feared that a general exemption of Co¬ 
operative Societies from Government dues might lead to 
the establishment of money-lending business under this 
guise It was accordingly confined to societies which 
submitted to registration and power was taken under 
section 46 to withdraw this exemption from any' registc* 
red society. 

Sec.60<l> of the Indian Income Tax Act <XI of 
1922) authorises the Central Government to grant 
exemptions m respect of income rax in favour of any 
class of income or in regard to the whole or pan of the 
income of any class of persons The Indian Finance 
Act of 1955 has added various statutory provisions 
regarding co-operative societies. Under sec. 2 <6c> <vii) 
of the Income Tax Act the profits and gams of any 
business of insurance earned on by a co operative- 
society, even if i: is a mutual concern, are made taxable 
as income Under sec. 9 <4> <b) a member of a co¬ 
operative society to whom a budding built by the society 
IS allotted or leased under a house building scheme of 
the society is deemed to be the owner of the building 
and IS assessable as such- 

Section 14 <3> grants exemption m respect of certain 
categories of income of a co-operative society, vi:., <1^ 
profits of any business carried on by the society <2) 
interest and dividend derived from its investments vith 
anyother co operative society <3> income derived from 
the letting of godoxins or warehouses for storage, 
processing or facilitating the marketing of commodities 
<4> interest on secunties chargeable under sec & and 
income from property chargeable under section 9 arc 
<;xcmpt from tax, subject to the following exceptions 
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<1> no exemption is granted in respect of interest on secu® 
rities chargeable under sec. 8 and income from property 
chargeable under sec. 9 to—<a> society whose total 
income exceeds Rs. 20,000 a housing society (c> an 
urban consumers' society <d> a society carrying on 
transport business <2> no exemption is granted in respect 
of any income to the Sanikaiia Saltowners' society <3> 
where a co operative society carries on insurance busi» 
ness the profits of that business are not entitled to any 
exemption. 

The exemption in respect of business profits applies 
only in respect of the profits of a co-operative society 
from a business earned on by it as a co-operative society 
and not the profits of a business unconnected with the 
society's objects and not earned m its co-operative 
character <Hoshiarpuf Central Co-operative Bank Ltd. 
V Commissioner of Income Tax <1953> 24 I.T.R. 346. 

Income from property and interest on securities are 
not exempt from tax <Commissioner of Income Tax 
V. Madras Central Urban Bank I L.R-52 Mad. 140>. 
The Bombay High Court, however, have held that the 
word "investment" in the Finance Department notifi¬ 
cation related only to such securities as did not form 
part of the stock m trade of the society and as in this 
case the securities djd form part of the stock in trade, 
as it was a co operative bank, the profit made from the 
sale of securities was not taxable <Surat Peoples' Co¬ 
operative Bank V. Commissioner of Income Tax, 1958 
<33. I.T.R. 396,). The profits of a Co operative Society 
which are exempted from tax are profits which have 
accrued from the carrying on of one or all of the objects 
for which the society was formed and registered. The 
exemption does not extend to profits denved from 
activities of a co-operative society which are not covered 
by such objects or within its constitution even though 
such activities are earned on with the sanction of 
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Government (Cochin Cottage Industries Co-operati\e 
Marketing Society’ v. Commissioner of Income Ta\, 
Travancore (1956) 3o I.T R, 356> 

The old notification referred to the old Income Tav 
Act and so could not ser\’e to exempt societies from 
Super=Ta\ : the new notification exempts societies from 
the tax payable under the new Act, thus including 
Super-Tax m the exemption. 

InCQme=Tax on securities is usually deducted at 
the source, so that many societies entitled to exemption, 
actually’ pay’ the tax Certificates of exemption from 
deduction at the source can be obtained from the In* 
come*Ta.x officers 

The society is m a strong position, for, as the 
profits belong to the members, an attempt to levy 
tax would be defeated by an adjustment of pnccs (of 
goods sold) or interest (on loans) which would destroy 
the profit and lea\ c no taxable surplus and the members 
would retain all the income they obtain at present'—also 
as 95 per cent of the members (m England) have no 
taxable income they could recover any tax deducted. 
Profit IS the result of a bargain between buyer and seller, 
here buyer and seller are the same ' 

(b> 5w/np-du/\—By notificaticn No- 2781F dated 
23rd October, 1919 (Finance Department—Separate 
Revenue»Stamp), the Govcmor-General in Council has 
remitted the stamp-duty’ with which, under any law for 
the time being m force, mstmments executed by or on 
behalf of any Co'Operatixe society’for the time being 
registered or deemed to be registered under this Act, 
or instruments executed by an officer or member of 
any such society and relaong to the business of the 
society (other than cheques of individual members 


1 Tetlow Co-of^raU'C Audiung. p S 
2. IbiJ. P 8 
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<lrawn against their current accounts with co^cperative 
banks) are respectively chargeable. 

Government of India Finance Department (Central 
Revenues), notification No 6—Stamps, dated 25th Octo^ 
her 1930. No. 6—In exercise of the powers conferred by 
clause (a) of section 9 of the Indian Stamp Act, 1899 <II 
of I8S9>, and in supersession of the notifications of 
the Government of India m the Finance Department, 
No. 940*F., dated 22nd June 1916, No. SO^F., dated 
15th January, 1917, No 1245 F dated 16th May, 1919, 
No 3183 F dated 17th December, 1919, No. 4 —Stamps, 
dated 2nd June, 1928 and No. 4—Stamps, dated 10th 
May, 1930, the Governor-General m Council is pleased 
to remit the duty chargeable under Article 12 of 
Schedule I of the said Act on the decisions and awards 
of the Registrar of Co-operative Societie, for the Central 
Provinces and the awards of arbitrators in all disputes 
in which Co-operative Societies in British India are 
parties. 

The exemptions do not cover receipts by non- 
members for interest, etc, paid on deposits m the 
society or bonds for loans illegally given to non- 
members. Nor do they apply to a bond given by a 
member and signed by a non-member as surety. It 
applies to the one=anna duty on pro.xics 

Thus as explained by the Registrar, Bihar and 
Orissa—Cheques or receipts given by a member deposi¬ 
tor for withdrawals from his fixed or savings bank 
deposits are exempt from stamp-duty whether the pay¬ 
ment IS received by himself in cash or by transfer to his 
own account in the same bank or in any other bank, or 
to the account of another depositor or co-operative 
society or endorsed m favour of a non-member. The 
above exemption does not extend to a non-member de¬ 
positor except to this extent that when the payment is 
received by a non-member by transfer to his own 



190 THE LAW AND PRINCIPLES OF CO OPERATION [S. 28. 

account in the same bank, no receipt stamp will be 
necessary. 

When a co-operative society issues an unembossed 
cheque in favour of a member or a non^member no 
stamp need be affixed on the cheque for endorsement, 
negotiation or encashment. The payee vill also not be 
required to pay any stamp«duty. 

When an individual member is granted a loan by a 
Co=operative Society exceeding Rs. 20, the bond or 
the receipt relating to it need not be stamped 

Similar exemptions are granted in other countries 

In England the exemption is confined to Co«operativc 
Societies, such as those of agricultural credit, which 
have a rule prohibiting any division of profits amongst 
their members. 

<c> Resisiration —The Government of India and 
Local Governments have sanctioned remission of all 
fees payable by or on behalf of any registered Co-ope¬ 
rative Societies and all fees payable m respect of any 
instrument executed by any officer or member of such a 
society and relating to the business thereof. The 
Committee on Co-operation have recommended that 
where these fees would otherwise form part of the 
remuneration of the registering officers these latter 
should receive compensation foi this loss of income. 

In addition to the privileges above mentioned. Go¬ 
vernment has in sections 18 and 48 bestowed upon 
registered societies the benefits of incorporation and 
exempted them from the many fees levied on corpora¬ 
tions under the Indian Companies Act. This is a very 
substantial privilege and taken in conjunction with the 
others, it has the effect of Ia 5 nng upon societies the 
responsibility of adhering strictly to principles The 
whole idea of the movement is service for the mutual 
benefit without profit and it is because profit-making 
is not an object of societies that Government can remit 
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various dues without unduly favouring them against 
companies and private traders It becomes very impor®- 
tant then that societies should not compete with these 
latter for the custom of non^embers* They have a 
right to insist that transactions ^ith non^^memhzis should 
be prohibited <cf. secs 29, 30 and 31>, As the movement 
spreads to other business than credit, the need for 
restraint will increase. Cooperation stands for fair 
play all round and for a specially privileged society to 
compete with a private trader, paying all legal taxes, for 
the proftts derived from custom of non*members would 
not be fair play at all. Privileges involve duties.^ 

As Mr. Brabrook points out, these privileges are 
actual endowments by the State They afford added 
reasons for State control over the disposal of profit and 
dividend. 

In some countries further concessions are granted. In 
some parts of Italy agricultural banks are entitled to 
gratuitous legal assistance <Monographs, 11, p 131>. In 
Greece Co-operative Societies enjoy free postal and 
telegraph facilities for their correspondence with the 
public authorities. In Finland and Austria all cereals for 
the army used to be purchased from Co-operative 
Societies. In Hungary the department of agriculture 
gives to co-operative wheat storehouses aid to the extent 
of five-sixths of the expenses of building and initial 
establishment {Monograph, II p. 83>. In Connecticut, 
U. S. A, mortgages on real estate are free from both 
state and local taxes, ""an arrangement which inures to 
the general advantage of borrowers". {American Evi¬ 
dence, p 15>. 


1 In most countries the law recognises that exemption 
from taxation and similar privileges given on the ground that 
a CO operative body is a non proht making institution, can only 
be allowed m so far as no business is done with non-members 
and the share list is always open (Co-operation for Farmers 
Smith Gordon, p. 76) 
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In Japan, Co=cperative Societies enjoy the privileg-e 
of exemption from the tax on business transactions, and 
from the income-tax, as well as from the registration- 
tax. Government also gives facilities to societies which 
are willing to undertake contiacts, the army contracts 
for the supply of grain, etc.‘ 

Roumania exempts fiom postage correspondence 
between Co-operative Societies. It gives them favoured 
treatment in respect of undertakings for working the 
State forests or fishing m State-owned waters. Similarly 
they receive preference in all concessions, etc. 

In some provinces of India societies arc alloueda 
refund by their Local Government of three-fourths of 
the money-order commission (one per cent) charged by 
the post office on remittances between them and their 
financing agency the Madras Committee recommended 
this for Madras and the Royal Commission on Agricul¬ 
ture recommended its extension generally. 

' Property and funds of reghtered societies. 

Resirieiioos *9. ( 1 ) A registered «ociety shall not 
on loans. make a loan to any person other than a 
member 


2 The Reser\e Bank of India has permitted state co¬ 
operative banks to remit an amount of Rs 5,000 or a multiple 
thereof from any place where iherc is an agency of the Reserve 
Bank to any awounl which ihe slate co-operative bank 
maintains with the Resene Bank free of charge three tunes 
a week Weekly remittances from the central co-opcrative banks 
are allowed to be made cither to the account of (he state co¬ 
operative banks with the Reserve Bank or to that maintained 
by the head office of the state co-operalivc bank ai an agency 
State CO operative banks and (heir affiliated central backs have 
been allowed facilities for reverse transfer of funds under 
which free remittances can be made twee a week in multiples 
of Rs 5 000 without rcstnction as to maximum 

In certain countries in Latin America and the Middle East 
the fiscal advantages granted to co-operative societies are fairly 
numerous and may even include total or partial exemption 
from certain customs duties, m some cases (Bolivia. Chile, 
Colombia and Costa Rica) they relate to transport larifls. 
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Provided that with the general or special 
sanction of the Registrar, a registered so¬ 
ciety may make loans to another registered 
society. 

The Bombay Act apparently gives the Registiar 
authority to sanction a loan to any peraon othei than a 
member. 

(2) Save with the sanction of the Regis¬ 
trar, a society with unlimited liability shall 
not lend money on the security of moveable 
property. 

Madras adds —"other than agricultural produce". 

(3) The Local Government may by gene 
lal or special order, prohibit or restrict the 
lending of money on mortgage of immovc- 
^ible property by any registeied society or 
class of registered societies. 

The Burma Act omits clause <2>. In that country 
there are a number of Chinese pawnbrokers who do a 
good business on the security of moveable property 
Madras has a clause . 'a registered society may make 
a loan to a depositor on the security of his deposit.'' 

On the general subject of loans, see notes to section 
43 <o> 

The word "loan" here includes loans in kind <e g. 
grain) as well as in cash- In Italy the law enacts that 
loans shall always be paid over in cash. 


1 Bombay Act of 1925 had a provision that “save with 
the sanction of the Registrai, a society with unlimited liability 
shall not lend money on the secanty of moveable property" 
This sub-section was deleted in 1948 Bengal not only prohibits 
loan to non-members but loan to members m excess of the 
maximum or normal credit fixed for them is not allowed. 


13 
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Even in regard to such an elemental principle as 
this It would appear that the practice \aries. Talking 
of French Credit Societies Herrick (Rural Credi's^ 
p 340) says ^'thc law does not restrict the local societies 
to lending to members only, they may lend to any 
farmer who needs money for an agricultural purpose, 
but only the paper of a member may be discounted at 
the Regional Bank" The Italian Peoples' Banks "e\en 
extend credit to non^inembers who are in need and 
worthy of their help." The larger banks all have special 
funds for the benevolence <lbid , p 352> The Austrian 
Credit Societies lend to members only (Ibid-, p 376). 
In Roumania about onc'third of the loans are granted to 
non-members (p 405) Mr Wolff says ''As a general 
rule (ending must be confined to members . It would not 
however, do to press such limitation unduly in view of 
this not unlikely occurrence- The bank may ha%e more 
money on hand than ii kiions how to employ in loans to 
members. Under such circumstances it ought to be 
permissible to place some of the surplus money, in an 
exceptional way, in the shape of loans even to non¬ 
member institutions or capitalists of undoubted soK ency. 
The ordinary current loan business should be confined 
to members only".’ 

In India it is the general practice to limit loans to 
members or lo other societies 

MeniberSee definition, section 2(c> and section 5 
and notes thereunder. Note also that the object of the 
society must be the promotion of the interests of the 
members only- A loan issued by the Committee to 
non-members may be recovered from them as they are 
personally responsible for all loss sustained by ihcir 
iVitgcik'atvs. 


1. Cooperative Credit for the L S. p 47 
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Loans having as their sole objects the investment of 
funds are not affected by this prohibition, it does not, 
for instance, serve to prevent a society making a deposit 
in any mode permitted by section 32. While the 
sanction of the Registrar is required for a loan to another 
registered society, it is not required to a deposit in such 
society <cf. sec 32 <1> c>. 

In Geimany the consent of the Board of Supervision 
is necessary for any loan granted to a member of the 
Committee and generally such loans are prohibited in 
the by-laws As already pointed out tn the notes to 
section 4, the unlimited liability of members is protected 
by this prohibition. 

'Imnoveable property—’sUai\ include land, benefits, 
to arise out of land, and things attached to the earth, or 
permanently fastened to anything attached to the earth 
(General Clauses Act, sec. 3 3. cl 25) 

"Moveable properly"—shall mean property of every 
description except immoveable property <lbid, cl. 34). 

Clause <2> is the result of much controversy. The 
question as to whether a society’s operations should 
include pawn«broking was carefully discussed between 
1900 and 1904. The original bill piovided that a rural 
society should not lend money on the security of move® 
able property except on agricultural produce, being the 
property of the member to whom the loan was made 
The Government of India Resolution of 29ih April, 1904 
stated the case as follows :— 

No provisions of the original bill were more severely 
criticised by some, or more stoutly supported by others, 
than chose which related co loans upon the security of 
jewellery and upon the mortgage of land. It had been 
proposed to prohibit rural societies from advancing 
money against jewels, on the ground that the basis upon 
which these societies should work was not material 
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security', but the credit which arose from the individual 
character and substance of their members. It was 
pointed out in reply that, while personal credit was 
undoubtedly the basis of theif transactions, such things 
as jewels might properly be received as collateral 
security, that the custom of the country is to regard 
jewellery as available for this purpose and that if a 
member is debarred from utilising his material credit to 
the full in borrowing from his society, there will be a 
danger of his using it to borrow from the money,"lender. 
After full consideration of the question it was decided 
that while there are practical difficulties in connection 
with the custody and valuation of jewcl/ery which might 
be formidable m the case of some village societies, it 
would be well to make distinctions. When a rural 
society IS located in a town or large village with silver* 
smiths available, with a ready market at hand, and with 
members and officers of intelligence, it may safely be 
trusted to conduct transactions which might be dangerous 
tn the case of a more strictly rustic association. Power 
has, therefore, been given to the Registrar to allow any 
society, which he thinks can safely be trusted, to 
advance money upon jewellery, and he will be able to 
feel his way in the matter-* 

There is one form of moveable property' which should 
never be accepted as security and that is the member s 


1 'Credit societies have been tempted to assist members to 
acquire small holdings on real-estate mortgases and have 
invested their surpluses m such securities Serious consequences 
have resulted from this practice bitter experience is gradually 
teaching co operators to let real estate mortgage alone’ tHernck, 
p 468) 

Wolff (Co operation in India, p 166) objects that in hardly 
jiny case pledge-credit educate. 
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own shares.^ The society already holds a general lien 
on them <sec- 20>, so it is absurd to add a special one 
Share capital is really the security for the depositors 
and not for share=holders. A man who owes his society 
the full value of his shares is a shareholder only in 
name, and if the society be wound up, so much of the 
loan may be dead loss- To accept its own shares as 
security is to accept its own capital <cf. Committee's 
Report, para 67). 

One form of moveable property on w’hich societies 
should always be ready to lend is, of course, harvested 
crops. In the earlier discussions the difference between 
jewellery and harvested crops as suitable security seems 
to have escaped attention- In Madras, Loan and Sale 
Societies are formed with the primary object of advance- 
ing money on such security which is stored in godowns 
owned or rented by the society and the new Act legalises 
such loans. The Punjab Commission shops and similar 
sale societies elsewhere advance on produce in their 
custody. Jomt'Stock banks are generally willing to assist 
societies which advance on stored produce.* 


1 The Bombay rules expressly forbid this ‘The shares 
of the society may not be hypothecated to that 'society by its 
members as security for a loan’ 

In Mysore shares are accepted as security for loans, but 
the Co operative Comnuttce (1923) advised that this be stopped. 

2 Under the Second Five Year Plan the primary agri¬ 
cultural credit societies wiU be linked lo the primary market¬ 
ing societies so that the cultivator will be provided with credit, 
for seeds, manures, agncultural implements and essential 
consumer goods and will be help^ lit the disposal of his 
produce Loans will be advanced by credit societies on the 
basis of production proerammes and anticipated crops and a 
maximum credit limil will be faxed for eacn member Sale of 
produce will be done through the pnmary marketing society 

In post-war Europe the tendency is to have general purpose 
societies In West Germany the village banks not onlv advance 
loans but also arrange for the supply of agricultural require¬ 
ments and for the sate of produce In Yugoslavia credit is 
provided bs the State banks hence all agricultural societies 
function as general purpose societies 
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Madras lends a lot of money on pledge oF moveables.* 

Clause 3 has reference to the distinction between 
short term credit societies and long term, mortgage or 
land banks The Government of India Resolution stated 
the case as follows: 

The question of mortgage was still more difficult. 
Almost all the considerations upon cither side which have 
been referred to in the pieceding paragraph apply here 
also, with the addition of others of still gieaier impor® 
tance. On the one hand, one of the methods in which 
an involved cultivator can most effectively be assisted 
IS by enabling him to substitute a mortgage upon 
reasonable for one upon exorbitant terms: and a member 
who IS refused the credit to which his property m land 
fairly entitles him, merely because he is not allowed to 
hypothecate it to the society, may be driven to the 
money-lender foi a loan which, had it not been for the 
prohibition, he might have taken from the society with 
advantage to both parties. On the other hand, it is 
exceedingly inadvisable that these societies should be 
allowed to lock up their limited capital m a form in 
which It is not readily available: their most useful form 
of business will probably be small loans for short pei lods 
with prompt recoveries- and it is above all things 
desirable that they should keep out of the law courts 
The hnal conclusion was that loans upon mortgage should 
be allowed in the first instance, but that the Local 
Government should have power to prohibit or restrict 
them, either generally or in any particular case if it is 
found that interference is necessary. The matter is one 
which should be veiy carefully watched 

I In Madras the nor agncultura] societies and bigger 
village societies whose management is sound and which have 
i'v: lb* w-te «{ nws'jeabVt'. '[icsw.'.we'l 

to lend on the security of moveables e g merchandise gold 
and silver articles, lilc insLraoce policies. Government Sccuri- 
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In India mortgages on land are restricted in some 
provinces and, hence special legislation would be 
required were such loans to become common- Mr- Wolff 
writes that mortgage credit is, for banks of the order 
here spoken of, common consent placed on the taboo 

.The reasons why mortgage credit is not suitable for 

CO operative credit institutions of the type here spoken of 
are, that it locks up money for a long, it may be an 
indefinite, time , and that the security given, if it should 
have to be seized, would be likely to prove a veritable 
white elephant. The co-operative credit bank relies for 
its funds upon withdrawable deposits and bankeis' 
advances. These things will not bear the strain of 
mortgage loans . You must have long term funds, 
debentures or land bonds, running for lust so long as the 
loan runs. 

The principles of co-operation do not conflict with 
long term moitgage loans provided the money is devoted 
to productive purposes but it is better to work on perso* 
nal in preference to material security- The Committee 
on Co-operation (para 66) held that there is nothing 
un-co-operative m the hypothecation of immoveable 
property so long as it is recognised that personal seen-- 
rity must be given and that the borrower's property is 
only a secondary or collateral protection This must be 
taken in addition to the mstiuments executed by the 
borrower and his suiety, and not in place of them and 
the society should proceed m case of default against the 
sureties before taking action against the property The 
chief objections are that (beie is difficulty in realising on 
such security and there is a tendency foi loans so secu- 
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red to be long, so that the capital of the bank so invested 
becomes dead ' 

The Madras Committee 0.92S> found that of the 
total outstanding loans (then 432 lakhs) 49. 3 per cent 
had been advanced on immoveable property. In Bihar 
and Orissa, mortgages are generally taken by societies 
as collateral security for loans over Rs. 200 with the 
principal object of preventing a borrower from mortga¬ 
ging his property to a money-lender , but in realising 
debts, the societies have so far failed to make use of 
these mortgages on account of the difficulties involved. 
Following Bengal, it is now proposed to issue mortgage 
awards. The arbitrator will issue a preliminary award 
directing that the sum found due be paid within three 
months, and that, failing such payment the property- 
mortgaged shall be sold and the sale proceeds applied to 
the satisfaction of the dues of the society If the 
defaulter fails to pay by the dare fixed, the society has 
to file a petition praying for a final mortgage decree 
being passed This final decree can be filed in the Civil 
Court for execution. The Indian Central Banking 
Enquiry Committee found that many Provincial 
Committees were of opinion that mortgage loans for long 
periods are unsuitable business for the rural credit 


1 "nie tfierts oC land rtfo-m on oo operative invtittiuons 
ina> be viewed from two ende namely in relation to pa<t debts 
given on the security of land pavmcnis due lo co-operative 
hnancing institutions should be given a prior claim .acainst 
compensation to which individual owners of land mav be 
entitled The liaoility for repaving loans should pass to 
individuals to whom nchts m land arc transferred 

As regards future Iranvjctions cooperative societies will 
lend only with reference to areas held urder personal cultiva¬ 
tion To facilitate the grant of mediiim and long term loans 
to tenants holding direcllv under the Government nchts of 
transfer in favour of cooperative fnancins institutions will 
be allowed In respect of land which coircv into the possession 
of co-operative financing lastituttons rcstnctions relating to 
ceilinsre on aericultural holdings will not b; applicable (Second 
Five S’ear Plan, pp 2t4l 
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societies. The reasons are (I> the overshadowln?^ 
of personal credit by mortgage may entail a neglect 
of co-operative principles. (2> the deposits of Co» 
operative Societies are for short periods and it is unsound 
finance to utilise them for long term loans, (3> the 
enquiry and the valuation preliminary to the grant 
of long term loans have to be entrusted to a 
iiained agency controlled hy and responsible to some 
central organisation, (4) the maintenance of valuable 
documents and title deeds cannot be entrusted to ordi® 
nary village societies, and ("i) when defaults occur tn the 
repayment of mortgage loans, the assets of the society 
become frozen and the obtaining and execution of mort*- 
gage decrees for the recovery of overdue loans becomes 
an extremely difficult operation. 

The above remarks refer to mortgage security m 
ordinary village societies. General banking practice 
regards as dangerous any long term loans not covered by 
long term deposits. The Committee felt that the establi* 
shment of welUconceived and welUadministered mort¬ 
gage associations or banks at the instance of the landed 
gentry of the country with the help of Government 
would be a measure of great value not only to the pro¬ 
prietors themselves, but also to the Government. 

They might have added that the existence of well- 
managed long t£rm mortgage banks would help the 
small village society to confine us activities toshoit term 
loans 

Such co-operative land mortgage banks* have 
been organised but it remains to be seen what their 
effect will be. Mortgages are seldom made for productive 
purposes The majority appear to have their origin in 
unsecured debt. The chief object of the new institutions 


1 The subject is very ably discnssed in Mr Strickland's 
book ‘ Studies in European Co operation' V ol II Ch I 
(1925) 
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is to advance money for redempiton of existing mort*- 
gages-' 

Restric- 30. A registered society shall receive de- 

borrowmg posits and loans from persons who are not 
members only to •auch extent and under 
such conditions as may be prescribed by the 
rules or by-laws 

Burma adds—and shall m respect of such deposits 
and loans make such provision for the maintenance of 
fluid resources as the Regis'rar may, by general or 
special order in this behalf prescribe 

Under the former Acr, section 9 ran A society tney 
recen e deposits from members without restriction, but 
It may borrow from persons who arc not members only 
to such extent and under such conditions as may be 
provided by its by-laws or by rules made under this Act. 
The Madras Act applies this provision to everyone, 
members or non-members 

\fr Wolff described this restriction as unwise as 
what 1 $ wanted at ihe ouisci is other people's money/ 
the credit sought is from outside. The present section 
IS not open to XIr. Wolff's objec ions The restriction 
IS necessary in the interest of thrift, for, as already re¬ 
marked the savings of members must be accepted in 
preference to deposits from non-members This section 


I In 1955-56 there were 9 Central land Mortgage Banks 
niih Rs 7S 73 lakhs as snare cipiial These Banks -iJsanced 
loans amouniinf to R' 2 83 crores There were 502 primarv 
Land VIortgage Banks with a share capital of Rs 85 5 lakhs and 
the total amount of loans advanced b> them was Rs 1 74 
crores 

Sections 95 to 122 of the Bengal provide for the 

organisation and manageinent of Land Moncage Banks These 
provisions include the right of the Bank to pa\ prior debts of 
the mortgagor pnorily of mortg..ce over claims arising under 
Act XIX of 1883 po*er to dis*rain power to put morteaged 
p'opert> to sale snihout the intervention of the court etc 
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also enables the membeis to fix a limit «n their by*Iaws 
to their unlimited liability * 

This section (except in Madrasi only refers to non* 
members. Deposits and loans from these cannot be 
received unless this is specially provided for by rule or 
in the by*laws (cf. sec. 43 (2) (e) ) The Indian Cen* 
tral Banking Enquiry Committee rightly pointed out 
that without the aid of an efficient and well-organised 
central banking system which can act as a true balan* 
cing centre for primary societies, the latter cannot 
receive and utilise non*membefs' deposits without risk 
and with profit The Foreign Experts held that the 
primary society should aim at becoming the savings and 
Joan bank for the village and suggested that members 
should on principle receive a somewhat higher rate of 
interest on deposits than non»members. 

Of course, the most important non*mcmber from 
which a society can obtain a loan in some countries is 
the Government, and Madras has a special section 31 
The Local Government may, subject to such rules as 
may be prescribed tn this behalf, grant loans to, take 
shares in. Of give financial assistance many other form 
to a registered society * In British Columbia, an agri¬ 
cultural association can borrow from Government up to 
80 per cent of its subscribed capital The amount of 
stock paid up must be at least 50 per cent of the sub¬ 
scribed capital The loans are repaid within 20 years at 
4 per cent and with a sinning hind 


1 In 1951-52 m primary -sncultural creiljt societies 60 
per cent of the deposits was irom mem^'ets but in the case 
of central banks 70 per cent ot the deposits was derived from 
non-members The Rural Credit Survey Committee have 
recommended that central banki should pay a hicher rate of 
interest on society s deposits 

2 Section 38 of the Beneal Act and Sec 33A of the 
Bomba> Act have surilar provision 
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In Quebec, an agricultural association may not 
borrow more than four times the aggregate amount of 
the subscribed shares and reserve fund. 

This section applies to Central Banks whose gross 
liabilities should not ordinarily exceed ten or at the 
most twelve times their capital plus reserve fund. It is 
in practice more important to fix a low maximum on 
dividends. This removes the temptation to seek high 
profits and ensures a more rapid growth of the reserve. 
A deposit ordinarily is money lodged in a bank for 
safety or convenience, here it consists of money offered 
to a society at its fixed rates/ while a loan is secured by a 
society on the lender's terms when it cannot get enough 
deposits. The section seems to have direct reference 
to the English law on the subject Prior to 1898, a 
Friendly Society could not receive a deposit from non* 
members. Sir Horace Plunkett, in order to facilitate the 
establishment of Co-operative Societies in Ireland, 
secured an amendment conferring upon them the power 
to borrow and to receive deposits from any person, 
whether members or not. This power is expressly 
limited to societies which by rule provide that no part 
of the funds shall be divided by way of profits, bonus, 
dividend or otherwise among the members and that all 
money lent to members shall be applied to such purpose 
as the society or its committee of management may 
approve <The Socieiies Borrowing Powers Act, 1898). 
The condition that certain societies should not be 
allowed to distribute profit or dividend so long as they 
are dependent on deposits from non-members is one that 
might be imposed m India 

In Hungary the Central Credit Society has a decisive 
voice in permitting or prohibiting a Co-operative Society 
borrowing from a third party- Its own loans to primary 
societies do not usually exceed three times the amount 
of their share-capital (Monograph) The control of a 
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central financing institution will probably prove more 
acceptable than the beswntentioned rule of a Local 
Government. 

31* Save as provided in sections 29 and Restnc- 
50, the transactions of a registered society other tran- 
wilh persons other than members shall be wuhD°on- 
subject to such prohibitions and restrictions, 
if any, as the Local Government may, by 
rules prescribe. 

See section 43 <l>. 

The transactions of credit societies are dealt with by 
section 29 <l> So that this section refers to transactions 
other than credit. The general rule is that there should 
be no transactions with non'membcrs except for the 
benefit of members*. A credit society may borrow from 
non-members but may not lend to them, a stores society 
may purchase from but may not sell to them, while a sale 
society may sell to but may not purchase from them 
The Co-operative idea, as Sir F Nicholson points out, 
connotes membership and no departure from it should 
be allowed Societies are associations for self-help and 
they have no duties to help others and the law does not 
empower any one to impose such obligations upon them- 
Transactions with non»membcis may be prohibited or 
restricted! they cannot be ordered to be undertaken- 
The Committee on Co-operation did not think it possible 
to lay down any general rule but considered that as far as 

1 Cf Herrick, p 248 • A Co-operative Society must of 
necessity m some ctrcumstances deal with outsiders but its 
benefits and advantages are all confined to tnemhers The Co¬ 
operative Society exclndes Ihe public whenever it is possible 
to do so and conducts its ocerations as on a common account 
for the mutual benefit ol members alone Also p 449 
Writing of Quebec all the bcneiits of the association must 
be confined to members' 
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as possible such dealing with non-^members should be 
avoided. They would not press this rule in cases here 
the operations of a society, if confined to its own 
members, would be so restricted that it could not be 
managed with any prospect of profit or economy*. 

For mstance, agricultural implements may be sold 
at wholesale lates only in lots of 25, where as the 
members of a society may only require 20 or 22, m such 
a case the society would be justified m disposing of the 
balance to non=members Mr Wolff referring to supply 
societies wiites that observance of the vtholesome 
canon that no business is to be entered into with non« 
members is IiKely soon to serve as a magnet to attract 
moie members •• Theie has been no more effective 
recruiting officer for Gciman Agricultural Co-operation 
than the legal prohibition of dealing with non-members 

On the other hand it would seem that in England and 
Italy, transactions with non-members are a useful means 
of attracting them to become members. If a man deals 
with a co-operative store and receives no dividend or a 
less dividend than IS paid to members, he inclines to be¬ 
come a member The merits and dements of transactions 
with non-members form a theme for endless discussion 
The possession of valuable pnvileges renders societies 


I Tlic corresponding provision in the Bombaj Act is— 
Consumers, Producers and Housing societies mjj to the 
extent provided by their bj laws trade with persons who are 
not members, but the transactions of a resource society with 
persons other than members except as provided under section 
34 or 35 small be subject to such prohibitions and icstriciions, 
if any, as Government may by rule prescribe ’ 
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open to restrictions imposed at the instance of private 
traders or by Government * 

In the former Geiman Act Distributive Societies 
may only sell goods, 11 the ordinary course of business, 
to members oi their representatives But in 1896, the 
Act was amended to remove this limitation for Agricul*^ 
tural Distributive Societies which, without keeping an 
open shop, deal in goods which from their nature are 
exclusively for use in agricultural operations. But 
Mr. Cahill says (p. 170), that dealings aie not encoura» 
ged by the societies, as new members are not likely to 
be attracted, if the advantages of mcrobeiship, without 
its duties, are thus obtainable. When societies have a 
surplus of Slock, having obtained more than their 
members ordered or bought, they often dispose of it 
to non^members. Similarly the Italians permit sale of 
agncultural implements, etc,, to non-members- In the 
Irish Dairy Societies, a farmer must join within three 
months of his commencing to supply miik, or the 
Committee may exclude him from dealing with the 
dairy 

The Argentine Government proposed to limit the 
advantages of the Cooperative Societies Act to co« 
operative distributive societies in which the sale is limited 


1 In Italy the Catholic consuipcrs.' societic'; usually 
confine their sales to members but the other soocties sell to 
non-members also Milan Wholesale Stores sells to 

members and non-members and distnbutes purchase dividends 
to both without any discnmuiation ’ to U S S R consumers' 
co-operatives sell goods both to shareholders and non-share- 
holders Various inducements are offered to people to join 
ihe sDC!el}^s in add>UP!> the AiviAeod Aiiss- 

a prior claim to the services ot co-operaiive workshops 
preferential enrolment treatment at co-operative schools and 
accommodation free or al concessional rales at co operative 
holiday homes Shareholders enjoy priority in the purchase of 
good-, over non members 
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to memters onl/. In Hunsraiy the co-operative distri- 
iutive societies sell to non-members also, and this has 
occasioned much protestation from the shopkeepers 
(although the societies arc not exempted from taxes and 
duties) (Monograph). The House of Lords Committee 
on the Thrift and Credits Bill in recommending that 
credit banks should be empowered to catty on, jointly 
with their banking business, a co-operative trading 
business, added "the trading of such bank should be 
conhned to its own members" In Italy, societies for 
manufacturing manures sell freely to non-members 
This prohibition against transactions with non-mem¬ 
bers IS based upon two considerations. First Co-opera¬ 
tive Societies are associations for mutual help amongst 
members. They render the best possible service at the 
lowest possible rate and make no commercial prohe. 
Any surplus is to be returned to the members either as 
a bonus upon their transactions eras an addition to the 
society's reserve fund. If a society regularly deals wilh 
non-members, ic makes a commercial profit out of them 
and opens a door to greed for dividends It lays itself 
open to assessment to Income-Tax and to loss of its 
privileges <cf. notes to sec 28) Secondly, co-operation 
stands for fair p/ay allround. It is open to any body 
of men to associate together to improve their economic 
position by legitimate means, but if they compete \sith 
private traders they lose their right to special privileges. 
The private traders have a nght to insist that Co-opera¬ 
tive Societies must not compete with them for the 
custom of non-members. 

In order to ensure that no hardship upon non-mem- 
Jiers IS inflicted by this prohibition. It IS incumbent upon 
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co-operative societies to be open to all qualified for 
membership (cf) notes to sections 6,28 and 43 fq)).* 

The right or interest of a non=member to deal with 
a Co operative Society does not exist: but where such 
dealings are permitted a problem arises as to whether 
non»members should share in the patronage dividend. In 
the U.S.A twelve co=operaiivc laws state that non^ 
members shall or may receive patronage dividends, and 
several of these specify that the rate to non«’members 
shall be one»half the rate paid to members. 

On no account whatsoever should credit be given to 
a non-'member. English co-operative societies bar credit 
and the rule of compulsory aibitration does not apply to 
debts owed by non-merobers. 

Where Sale Societies or Commission Shops deal in 
the produce of non-members, there is no objection to an 
advance payment on the security of the goods deposited 
for sale. 

32. (1) A legistered society may invest investment 
or deposit its funds •— Funds. 

(a) in the Government Savings Bank, ’ 
or 

(b) in any of the securities specified 
in section 20 of the Indian Trusts 
Act, 1882, or 


J During World War IJ and also after it ihere was a rapid 
expansion o£ consumers’ stores jn India When controls were 
enforced Government utilised these societies for the equitable 
distribution of foodstuffs and other controlled ariicles. both in 
urban and rural areas It was, therefore not possible for these 
societies to confine tbeir business to meirbers only 

The Co-operative Planning Committee have recommended 
that as the needs of ihe villager arc so few and so simple it 
will not be worthwhile to start a separate co-operative stores 
for each village Efficient primary agncultural societies be 
permuted to undertalce this activity also and ihere should be no 
prohibition against sale to non-n>efnbers 

U 
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(c) in the shares or on the security of 
any other registeied soeietv, or 

(d) \rith any bank or person carrying 
on the business of banking, ap¬ 
proved for this purpose by the 
Registrar, or 

(e) in any other mode pennitted by the 
rules. 

(2) Any investments or deposits made 
before the commencement of tins Act which 
would have been valid if this Act had been 
in force are hereby ratified and confirmed. 

This section is pfrmisshe 

Ime5t^con\QTt Into some other form o! wealth 
usually of a more or less permanent nature (Century 
Dictionary). 

Funds~’Thc stock or aecu/nu/arion of money or 
other form of wealth available for the purpose. 

The section refers to funds not immediately required 
in the business of the socict>' and not merely to the 
reserve fund (see notes to sec 29 (1) and the distribution 
between a loan and a deposit). The section is permis» 
si\ e, so a primar>' society is not debarred from using its 
reserve fund in its own business 

The society has a right to iii\est its funds in any of 
the securities referred to in clauses (a) to (d). 
Clause (e) expressly excludes the previous clauses, so 
that the rules cannot take away this right or limit the 
society's choice. 

<o) Go\eTnmettt Sayings Bank —Co^pcrathc Socie¬ 
ties' accounts are considered as public accounts. The 
following concessions have been granted — 
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(1> Societies may withdraw sums up to Rs. 3000 
from their accounts on three days' notice and 
up to Rs. 10,000 on ten days' notice at all Post 
Offices situated at District Headquarters or at 
taluka headquarters, where there is also a 
telegraph office- 

<2) Societies may withdraw sums up to Rs 3,000 
on ten days' notice from all other Post Offices. 
<b> Section 20 of the Indian Trusts Act, 1882, allows 
investments in the following: — 

(a) in promissory notes, debentures, stock or other 
securities of the Government of fndta, or of the 
United Kingdom of Great Britain and Ireland, 
<b) in bonds, debentures and annuities charged by 
the Imperial Parliament on the revenues of 
India, 

(c> in stock Of debentures of, or shares in. Rail* 
way or other Companies, the interest whereon 
shall have been guaranteed by the Secretary 
of State for India m Council / or in debentures 
of the Bombay Central Co-operative Bank, 
Limited, the interest whereon shall have been 
guaranteed by the Secretary of State for India 
in Council*. 

<d> in debentures or other securities for money 
issued under the authority of any Act of a Le¬ 
gislature established in British India, by or on 
behalf of any municipal body, port trust or city 
improvement trust in any Presidency town. 
Or in Rangoon town, or by or on behalf of the 
trustees of the port of Karachi, 

<e> on a first mortgage of immoveable property 
situate m British India, Provided that the pro- 


1 Added by Act XXI o£ 1917. 
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perty is not a leasehold for a term of years 
and that the value of the property exceeds by 
one«third or, if consisting of buildings, exceeds 
by one»half, the mortgage-money or 
<f> on any other security expressly authorised by 
the instrument of trust, or by any rule which 
the High Court may from time to time pres= 
cribe in this behalf. 

<c> In . any other registered society—The 

Committee on Cooperation object to primary societies 
depositing their reserve funds in Central Banks bur 
advocate the deposit of their surplus funds in them. 

The Induscrtaf and Provident Societies Act (Sec. 3S> 
exaressly adds: provided that no such investment be 
made in the shares of any society or company other 
than one with limited liability. This should be the rule 
m India (cf. section 4, proviso 2> and this proviso has 
been added to this clause in the Bombay and Madras 
Acts- Some laws rightly impose a limit on the amount 
that may be so invested, and name the majority in a 
general meeting required to authorise such an investment. 

(d) The House of Lords Committee on the Thrift 
and Credit Bill recommended that thrift and credit banks 
should be empowered to deposit their surplus in a local 
joint-stock bank if they so desire. 

Apparently a membcr-»tfeasurer need not be approved 
for ordinary deposits- 

(e) In any other mode —e- g- in the erection of ofFi» 
ces and purchase of land therefor/ but not m the shares 
of any Company to which any reserve liability attaches. 

It must not be deposited on personal security as this 
would approach an evasion of section 29 <1). 

The Punjab has a rule: a registered Co-operative 
Society may invent or deposit its funds in any bonds or 
loan issued by the Punjab Government and secured upon 


its revenues. 
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The Act does not prescribe the authority which may 
sanction the investments. Rules may be framed under 
section 43 <p>.‘ 

For convenience of reference it may be mentioned 
that societies are permitted to keep their funds m a 
strongbox in the Government Treasury- 

33. No part of the funds of a registered 
society shall be divided by way of bonus or 
dividend or otherwise among its members. 

provided that after at least one-fourth 
of the net profits in any year have been 
earned to a reserve fund, payments from the 
remainder of such profits and fiom any 
profits of past years available for distribution 
may be made among the members to such 
extent and under such conditions as may 
be prescribed by the rules or by-laws 

Provided also that in the case of society 
with unlimited liability, no distribution of 
profits shall be made without the general 
or special order of the Local Government m 
this behalf. 


1. The Co-operative Planning Committee have recommen¬ 
ded that urban banks “w«h a paid up capital and reserve of 
Rs 50000/- and over and with ten years' standing may invest 
up to 40’C of their surplus funds m such manner as their 
boards may unanimously determine’ tn their note of dissent 
Messrs S Hassan and M R Bhide have condemned this 
recommendation as reactionary Their reasons are. (1) manage¬ 
ment of urban banks is largely in the hands of persons 
connected with joint stock banks and there is a serious danger 
that funds of societies may be u^ m joint stock concerns 
whose liability is douotful (2) the amount of mone\ that is 
now available from co-oosraUve societies for meeting the 
demand for agricultural finance is limited, hence every rupee 
that IS available from Co-operative Societies in urban areas 
should be made available for agncoltural finance 


Funds not 
to be divid¬ 
ed by way 
of profit. 
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The Bombay Act is given in the Appendix. It res« 
tncts dividends to ten per cent. But the prohibition of 
a bonus IS omitted and societies there have been found 
distributing a bonus in addition to the dividend. In the 
United Provinces, societies for production and disti:* 
bution are now allowed by rule to give to members a 
dividend on their share^apital as well as a bonus on 
their non=credtt dealings subiect to the limitation that 
the whole account so distributed in dividend and bonus 
shall not exceed 50 per cent of the net profit on the 
year's working. 

This IS hardly co»operative and must tend to en» 
courage the shareholder who does not deal with the 
society. Bombay which omits this reference to a bonus 
supplies the deficiency by a rule forbidding any bonus 
in addition to dividend. 

Madras specifically allows payment to a member for 
work done by him as secretary or as clerk on such scale 
as may be prescribed by the by-laws, and also allows 
a bonus to him It omits the proviso as to societies 
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-with unlimited liability and leaves this to the lules and 
by=laws.^ 

In a Co-operative Credit Society on the Raiffeisen 
model al! profits go to an indivisible reserve, this reserve 
on liquidation is not divided amongst the members but 
IS devoted to some object of public utility or it may be 
kept in deposit until a new society is started in the same 
area. 

In stores societies on the Rochdale plan, the profits 
(after allowing for reserve) are distributed amongst the 
members as a dividend on the amount of transactions. 
This IS distribution on a patronage basis. The mam 
principle is clear and such confusion as there is, arises 
from the use of the words "profits" and "dividend"f 


1 Sec 57(2) ot Cic Bengal Au proii<)e> ih^t no dividend 
or bonus shall be paid oiherwise than ou( of the prolits certi¬ 
fied by the audit officer to have been actually realised After 
at least 25 percent of the net piohis u earned to the reserve 
fund, the balance together with und'stributed profits ot past 
years may be distributed a$ dividend among members or paid 
as bonus or remuneration to a member or employee 

See 18(1) of the Bihar Act provides that at least 35 per 
cent of ibe net promts should be caniecl to the Reserve Fund. 
The bylaws ot reorganised Central Co*operauve Banks m Bihar 
provide that the annual net profits shall be disposed of as 
toilows — 

(i) 35 per cent to the Reserve Fund (ii) 10 per cent to 
the Stabilisation Fund (in) Out of the remainder a dividend 
may be paid not exceeding 6i tier annum on the amount of 
shares held by members (’v) not less tlian 50 pei cent of 
the remainder shall be earned to a bad dcot reserve (v) any 
balance may be allotted to ans or all of the following with 
the approval of the Registrar — 

(a) Investment depreciation fund (b) building fund, (c) divi¬ 
dend equalisation fund (d) bonus to staS not exceeding one 
month’s salary (e) common good fund (vi) Undisbursed 
balance, if any, shall be added to the Reserve Fund Orissa 
Act of 1951 provides that (a) not less than 50 percent of the 
net profits of a society with unlimited liability and 25 percent 
of net profits of a society with limited liability shall be carried 
to the Reserve Fund, (1>1 an amount not exceeding 15 percent 
may be contributed to any chantable purpose or to any Co¬ 
operative ot public purpose Provision has also been made 
for payment of ‘a dividend oi bonus among members or paid 
as bonus or remuneration to a member of the society for 
any specific service rendered to the society or contribution to 
Provident Funds for members or employees” (See 44, 45 & 46) 
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Co^’opcration aims at rendering: services to the mem¬ 
ber at the actual cost of those services. Ordinary busi® 
ness caution requires that some provision should be made 
foi unforeseen contingencies and accordingly members 
are usually called upon to pay more than is necessary. 
The resulting surplus belongs to the members in the pro* 
portion in which they have contributed to it. In stores 
(distributive societies) this surplus is accordingly returned 
as a rebate on purchases. In sale societies, it is refun¬ 
ded on goods sent for sale- In actual practice it has, in 
England, been found expedient to sell at market-rates 
and to return the benefit arising from co-opetativc pur¬ 
chase in the form of a bonus or rebate, commonly 
referred to as dividend This aggregate rebate cannot 
accurately be called profits, as it \iouId be absurd to 
suggest that the members m their corporate capacity 
were trying to gei the better of themselves m their Indivi¬ 
dual capacity.* Unfortunately many people fail to 
realise that the atm of co-operation is that all should 
share in the benefits in proportion to the support given 
by each to the enterprise, and accordingly it becomes 
advisable that co-opcraiive laws should make obligator; 
a truly co-operative method of distributing the earnings. 
There are four points to be provided fori—the payment 
of interest on capital, the setting aside of a reserve fund, 
the provision of an educational fund and the distribution 
of profits in the form of patronage dividends. 

In England, five per cent was for long regarded as a 
fair rate of interest In America, \arious States have 
fixed maxima, varying from fue to ten per cent. What¬ 
ever sum be tixed, itieprescnfs all that co-operaiion 
allows to capital. It seems desirable to include a refer¬ 
ence to this in this Act The proportion to be set aside 
for reserve vanes in different countries, and must xary 


1. Cf Rural Reconstrucuon in Ireland, p 100 
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according to the nature of the business done- The two 
English Acts do not prescribe any reserve funds at ail, 
but there it is generally recognised that the fundamental 
obligations of business make a provision for reserve 
necessary.* The proportion of twenty-five per cent in 
this section seems too high for distributive societies and 
It has been proposed to amend the Act so as to allow 
Local Governments to prescribe a lower proportion for 
these * 

The New York State law relating to productive 
Co^operarive Societies prescribes that profits shall be 
devoted, firstly, to payment of a dividend not exceeding 
Six per cen ont capital stock; secondly, ten per cent 
to reserve, thirdly, five percent to an educational fund 
to be used in teaching co»operation, the balance is 
divided amongst members on transactions (non¬ 
members get half race)* 

In Saskatchewan <non*credii> the directors must so 
apportion the net profits as <a> to set aside 15 per cent 
for a reserve fund until that fund equals at least 30 
per cent, of the paid-up capital / <b> to pay interest on 
the paid-up capital stock not exceeding 6 per cent • 


1 Ct Tetlow, p 156 

2 In Japan a societ> on «hare basis ma> distribute its 
surplus only after ilie losses have been made up and a 
•contribution to the reserve fund at not less than one tenth 
of the surplus is made until it reaches half the value of the 
capital stock The balance mav be distributed as dividend 
on shares not exceeding 5 pet cent and as bonus in proportion 
to Ihe paironage of the societj by members 

The Co-operative Law of Sweden (1951) provides that part 
of the surplus upto 5 per cent shall be allocated to the reserve 
fund until the fund togclber with the share capital reaches a 
sum equal to the liabilities of the society or to fourtenths of 
Its assets Bv decision of the general meetins a portion of 
the surplus rnay be donated for purpose of public welfare 
The law lays down 5 per cent as the miximum rate of 
ijileresi on share capital 
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<c> to divide tfie remainin? profits among the patrons of 
the association whether sfiareholders Of not, in propor* 
lion to the volume of tusiness done, unless by by»law 
it be provided that the dividend due to a non»share» 
holder may be retained and credited to him on account 
of capital stock until an amount is accumulated equal 
to the par value of one share. The patron then receives 
a stock certificate and can thereafter share in the divi» 
dends like the other shareholders 

In Manitoba, the compulsory reserve is ten per cent 
until the 30 per cent limit is reached / the interest on 
stock must not exceed 7 per cent. If a non*shareholdmg 
patron receives a dividend, this must first be credited to 
the purchase of one share. 

In Quebec, until the reserve fund is equal to the subs* 
cribed capital the total amount of the dividends dis(nbu« 
ted must not exceed eight per cent of the paid up capital. 
Thereafter distribution on a patronage basis rs allowed.’ 

This section is not very clearly worded. 

In societies with unlimited liability, no distribution of 
profits shall be made, without the permission of the 
Local Government. This general prohibition accords 
With Raiffeisen's object of creating capital where none 
existed before. The annual surplus was to be accumu' 


1 The system of "individual resents” makes it possible 
to reconcile the reed of the society to have ample reserves 
at Its command with the claim of each member on the reserve 
to the extent he has contnbuted (o accumulate them It is 
met with chiefly in agricultural marketing societies particularly 
in Denmark and under the name of a "revolvinc fund ’ in 
Canada and Ihe United States It is slso found in France 
in a ^ew large consumer co-operalivc societies The principle 
behind it is a simple one and it amounts to the idea of 
“dWenvef d/»'/defN/j” At ihff tfif eari? 
dividend or part of the dividend to whish each member is 
entitled is retained by Ihc society, to be paid back later on 
when the society has accumulated adequate collective reserves. 
(Co-operation I. L O 1956) 
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lated steadily until the fund was sufficient tor working 
capital; theieafter the profits were to be devoted to oh= 
jects of public utility for the general benefit of the 
members. In Europe, societies which have no shares 
pay no dividends and this was the original law in India. 
With the development of societies with shares and 
unlimited liability, there came a demand for dividends on 
shares and it was left to Local Governments to deal with 
this.' The general rule is to withhold peimission until 
the society is full ten years old • after that, the rules 
vary. In the English Societies' Borrowing Powers Act, 
societies accepting deposits from non-members should 
not divide any pan of the funds by way of bonus or 
dividend. The desirabliiy of placing all profits to reserve 
against the possibility of loss to any depositor is so clear, 
that It need not be discussed further. There thus emerge 
two important principles which should be embodied m 
the Act. 

In societies with unlimited liability and without 
shares, no division of profits amongst the members 
should be allowed 

In societies with unlimited liability and with shares 
no division of profits should be allowed so long as there 
are any deposits from non»mcmbers 

The Madras Committee recommended that in pri^ 
mary credit societies the payment of dividends should 
be discouraged. The Burma Committee supported this 
and further recommended that no society of unlimited 
liability should by rule be allowed to distribute a divi- 


S Sir R. CsrSyle lairodaatip tbs Nsw Act <?f 1912 ssui 
(Ray, p 281) '—It will, 1 think, Ecnetally be recognised that 
the inclusion of provisions tor the division of profits to the 
niembers of unlimited Iiabibtv societies tends to bring lo 
influences dangerous to the true co-operative spirit We must, 
however, accept facts, and not insist on pushing loo far our 
CO.operative idealism 
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dend so long as it holds deposits from non-members or 
borrows from its hnancing agency. 

Where the liability is limited^ the law should pres¬ 
cribe that out of the annual profits, a dividend on shares 
may be allowed not exceeding <by one or two per cent^) 
the ordinary interest rate paid by the society, a propor-» 
tion must be put to reserve until the capital owned by 
the society is sufficient for us needs, and the balance 
may be distributed to members in proportion to their 
transactions with the society. 

It seems to be doubtful whether this section would 
permit a store society to distribute a "dividend" on 
transactions more frequently than once a year. An 
amendment seems desirable to make it clear that this can 
be done. Rules may be made under section 43 <p) and 
(t> It is extremely important that the method ofdui' 
Sion of funds by way of profit should be strictly defined, 
as any mistake may lead to disputes 

Under section 46, the Punjab Government has gran* 
ted a general exemption to all registered co-operative 
thrift societies / and has also allowed a regimental 
society <10th Hodson's Horse) to put to reserve only 
five per cent of its net profits- This was an old society 
whose membership changes as older soldiers retire and 
new recruits come m. 

The Madras Committee held that in purely thrift 
societies, a reserve fund was unnecessary it reduces 
the tangible advantages of membership and so might 
discourage thrift. They recommended exemption from 
the compulsory maintenance of a reserve fund Pumab 
opinion, however, favours a small reserve fund to meet 
such eventualities as a decline in the value of invest¬ 
ments. The rule, however, runs — 

"Credit societies with shares and whether with limi¬ 
ted or unlimited liability which have for their main object 
the accumulation of their members' savings arc exempt 
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from setting apart as reserve fund arjy portion of their 
profits, provided they have provision in their by-laws 
neither for borrowing from non*members nor for lending 
to their members.” 

Bihar and Orisssa has a similar rule for thrift and 
savings societies but requires 5 per cent of the net profits 
in any year to be carried lo a reserve fund. 

A few more points deserve notice. 

The first paragraph of this section is the ground for 
remission of Income-tax. There are no profits m the 
ordinary commercial sense to assess. It also seems to 
prohibit a return of sharO'-capital (except on liquidation) 

Further it is tobe noticed that the reserve fund becomes 
divisible as soon as regisiraiion IS cancelled sc> that any 
design to preserve the fund for future societies, etc, 
must be clearly embodied m the rules. 

The Act Itself does dot permit of any division of 
piofits in cash. In limited liability societies, division in 
cash may be provided for in the rules or by.laws • in 
unlimited liability societies, no division in cash may be 
made unless sanctioned by geneial or special order of the 
Local Government. 

34. Any registered society may, with the conuibu- 
sanction of the Registrar, after one-fourth SmaWe 
of the net iDrofits an any year has been car- 
lied to a reserve fund, contribute an amount 
not exceeding ten percent of the remaining 
net profits to any chaiitable purpose, as de¬ 
fined in section 2 of the Chaiitable Endow¬ 
ments Act, 1890. 

The definition is as follows * 

Section 2. In this Act "charitable purpose" includes 
relief of the poor, education, medical relief, and the 
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advancement oF any other object of genera! public 
utility, but does not include a purpose which relates 
exclusively to religious teaching or worship. 

It has been suggested that the maximum might 
now suitably be raised from ten to fifty per cent; most 
co-operators would bem favour of an increase to twenty^ 
five per cent. 

The Bombay Act has raised the limit to a sum not 
exceeding 20 per cent of its net profits. 

As pointed out by the Registrar, Bihar and Orissa 
societies may, and frequently do, carry part of the pro^ 
fits to special funds for education, etc., but any 
expenditure from such a fund still requires the sanction 
of the Registrar. The allocation of profits to such funds 
does not require sanction, it is the contribution from them 
to any charitable purpose thai calls for sanction. Madras 
no longer requires the Registrar's sanction 

The question whether an Industrial and Provident 
society could devote any part of us funds to education 
was fought out at great length in England The Rochdale 
Pioneers insisted on provision for this being made in their 
rules and the Registrar refused to register them As the 
result of a long struggle the right was conceded by 
Parliament. Mr. Brabrook writesj From the earliest 
formation of co-operative stores, it has been made a 
feature of the scheme that some of the profits should be 
applied to educational purposes This . embodies 
the idea of self-improvement and self-help, which is 
fundamental to the movement The educational work of 
the movement may be divided into three branches 
education in the principles and methods of co-operation, 
provision for the acquisition of knowledge on general 
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subjects, and arrangements for recreation and plea^^ 
sure.‘ 

In some countries, a contribution to some educational 
or charitable purpose is compulsory. For instance the 
Wisconsin <LI. S A.) law enacts that after paying six 
per cent on stock <shares) and ten per cent to reserve, 
the directors shall set aside five per cent of the net profits, 
for an education fund to be used in teaching Co«operation. 
Nine American State laws make an educa« tton fund 
compulsory, eleven require a by-law on the subject. 


1 Bengal Act (Sec 58) provides Ibat alter at least 25 per 
cent of the net profits has been carried to the reserve fund 
a society shall contribute an amount not exceeding 5 per 
cent of the balance for co-operative education or such other 
co-operative purpose as may be prescribed and contribute not 
more than 10 per cent of the balance for any charitable 
purpose Bengal Rule 96 lays down that ibe amount of contribu¬ 
tion for education should be credited to the Co-operative 
Development Fund for being spent on the education of mem¬ 
bers of co-operative societies in co-operative principles and 
practice or develocmcnt of new tvpes of co-operatives oi on 
improvement of co-operative societies This fund shall be 
administered by the authoritv constituted under sec 81 or b\ 
a Committee appointed by the Registrar Sec 39A of the 
Bombay Act provides for contribution to the education fund 
of iKe Bombay Provincial Co-operative Institute by societies 
paying dividend at the rate of 4 per cent or more 

Since 1953 the problem of the co-operative education of 
office-bearers and members of cooperative societies and train¬ 
ing of emplo>ees of the Co-operative Departments and co¬ 
operative organisations is being tackled on an extensive scale 
by the Reserve Bank of India jointly with the Govt of 
India and All-India Co-operative Union In March 195S 
the Indian Co-operative Congress resolved that “ it is the 
central responsibility of Co-operative Institutes and Unions to 
provide facilities for the training of the workeis m the Move¬ 
ment both official and non-officia! and for the education of 
members of primary units in particular and of the public m 
general in the principles and practice of Co-cperation as no 
outside agency can understand and appreciate the needs of 
the Movement as much as its own apex Institutes and Unions 
It IS therefore necessarv that Co operative Unions throughout 
the country should themselves take in hand schemes of 
CO operative research (raming and education, each region 
developing programmes suited to its particular conditions with 
whatever assistance is available from the State concerned ’ 
The Congress called upon the co-operative organisations to 
make contributions out of iheir pronts for financing the pro¬ 
gramme of training and education and suggested that “where 
co-operative opinion favoured, sudi oDligatioR may be enforced 
throuch the Acts, Rules or Bjlasvs* 
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Inspection of Affairs. 

Reghtrar may of his own 
motion and shall on the request of the Col¬ 
lector, or on the application of a majority 
of the Committee, or of not less than one- 
third of the members, hold an inquiry or 
direct some peison authorised by him by 
order m writing in this behalf to hold an 
inquiry into the constitution, working and 
financial condition of a registered society. 

(2) All officers and members of the 
society shall furnish such information ‘ in 
regard to the affairs of the society as the 
Registrar or the person aulhoiised by the 
Registiar may lequire. 

Bombay and Burma have omitted the words "and 
shad on the request of the codector''*. Madras retains 
them. 

Cf. Indian Companies Act of 1956, sections 234, 235 
and 240. Under thcac sections, the Registrar may call 
for such information or explanation as he may consider 
necessary in order that documents submitted to him may 
afford full particulars of matters to which they relate- 
The company is bound to supply the information under a 
penalty, and the information is open to public inspection 


In dcnendine ibe Act words shoifld be inserted here requir¬ 
ing officers and members to produce books, etc, as m section 
17(3) A penal clause for defoult might also be added 
Madras has a rule The Registrar of any person authorised 
by him to hold irtqairy under section 35 or 36 of the Act. 
shall have power by summons to compel any person to attend 
as a witness or to produce any document before him and also 
to administer oaths under sccUon 4 & 8 of ihe Oaths Act. 
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If the iiiformatio.i discloses an unsatisfactory state of 
affairs, the Registrar may report to the Local Govern® 
ment, which is empowered to appoint a competent 
inspector to make an investigation Such an investiga® 
tion may also be ordered on the application of the holders 
of one=fifch ^Banking Company) or of one»tench <any 
other company) of the shares. 

The Industiial and Provident Societies Act (sec. 18) 
sensibly limits the applicants to members "each of whom 
has been a member of the society for not less than 
twelve months immediately preceding the date of the 
application". But ten members can apply. The Friendly 
Societies Act requires only one»fifth of the whole 
number of members: they must show good reason, and 
give evidence that they are not actuated by malicious 
motives. They may be required to give security for 
costs. 

Tiie Inspecting Officer may require the production 
of all or any of the books of the society and m England 
he may examine on oath any officer, member, agent, 
Or servant of the society in relation to its business. (Cf. 
sec. 4 <a) Oaths Act, all persons, having by law or con® 
sent of parties, authority to leceive evidence may 
administer oaths and affirmations. 

Japanese Societies arc subject to most strict inspec¬ 
tion and supervision by the State ' The Report of the 
English AOS. for 1923 says: Committees should 
make it a practice to have their business methods 

thoroughly overhauled every five years.It is the 

very essence of sound management, though it is pleasant 
enough to perform miracles of life saving, it would be 
pleasanter far and easier to help eo ireep societies we// 
clear of rocks or shoals. 

The Burma Committee recommended that ad inspec- 


1. Ogata. The Co-operati\e Movement in Japan, p 91 
15 
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tion notes of societies should be shown to the financing 
bank when required. 

Clause <2 ^—Failure to produce or wilfulfy neglect*- 
ing or refusing to furnish any information so required is 
an offence under the English Act and, in the case of 
compiomise, under the Indian Companies Act isec. 
240, cl. <3)1. In amending the Act, a third clause should 
be inserted. The result of any enquiry under this section 
shall he communicated to the Society : and a fourth: 
All inspector appointed under this section may require 
the production of all or any of the books and documents 
of the society. <Sce Friendly Societies Act > 

The Bombay and Burma Acts have adopted the 
suggested third clause and Bombay and Madras have 
provided a penalty for neglecting or refusing informa*- 
tlon. <See Appendix.) Madras prescribes that the 
Registrar shall communicate the result to the financing 
bank, if any, to which the society is indebted. The new 
Act also empowers the Registrar or authorised inquirer 
to secure free access to the books, accounts, documents, 
securities, cash and other properties, to summon persons- 
possessing or responsible for their custody or anyone 
believed to have knowledge of the affairs of the society, 
to insist on a general meeting being called and to deter* 
mine the agenda <cf. Appendix).' 

Ill England, the Registrar has no authority to interfere 
with the internaf working of societies unless the memhers 


1 The Bengal Act (sec 84) provides ihal the Registrar 
shall hold the inquiry also on die application of ihe 
financing bank and creditors representing not less than one 
half of the borrowed capital of the society and the rcsuds 
of the inquiry are lo be communicated to them Sec 35 of 
the Bihar Act Ia>s down that an officer of the Society may 
fee S* salt -a gsftttai wftttnvg sa cwavAttiOT. nV.b. 

inquiry and require the soaety to take into consider-ition such 
matters as he may direct If he fails to call such a meeting 
or if there is no quorum the Registrar may call the meeting 
himself 
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themselves (as in this section) call upon him to do so¬ 
il is very important that there should be ensured to the 
members some method of ascertaining what are the 
contracts into which their society has entered, how 
their Committee are carrying on the business and what 
Is the financial condition of the concern- This right to 
an enquiry is important for the maintenance of the prin» 
ciple of equitable association. It gives a minority of the 
members the right to learn what is being done by the 
Committee elected by the maionty. As Mr. Wolff 
points out, auditing, however shilled, is not inspection. 

It has regard to actuarial account keeping. Inspection 
applies to the use which the puncbayat has made of its 
discretionary powers.........the punchayat needs such a 

sheltering authofty to shield it against improper 
demands.^ In co-operative banking the administrators 
that we have to deal with are for the roost part mere 
amateur bankers, little skilled in the technical details 
of the business and without much experience...Raiffeisen 
found—just as Indian Registrars find in the present day 
and Irish organisers in Ireland—that the little Committees 
and Councils were in many cases not capable of keeping 
accounts and exercising their other funenons in the most 
correct way. The idea of obligatory inspection by a 
higher authority is now everywhere approved The 
difficulty is to gel people to agree respecting the shape 
which such inspection is to take.* 

36, ( 1 ) The Registrar shall, on the appli- inspection 
cation of a creditor of a registered society, indebted* 
inspect or direct some person authorised by society, 
him by order in writing in this behalf to- 


1 Co-operation m India, p 172 

2 Co-operalivc Credit tor the O S, pp 161, et seq 
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inspect the books of the society •— 

Provided that •— 

(a) the applicant satisfies the Registrar 
that the debt is a sum then due, 
and that he has demanded pay¬ 
ment thereof and has not received 
satisfaction within a reasonable 
time , and 

(b) the applicant deposits with the 
Registrar siicJ) sum as security for 
the costs of the proposed inspec¬ 
tion as the Registrar may require. 

(2) The Registrar shall communicate tlie 
results of any such inspection to the cre¬ 
ditor. 

A penalty is re<iuired for refusal to produce the 
books Bombay provides for this. It has changed 
"shall" for "may" alleging practical considerations. 
Burma considered the point but adhered wisely to 
"shall" Madras has elected for "may". Its new Act 
gives the Registrar or the inquirer authorised by him all 
the powers conferred in the preceding section It further 
directs that the result of the inquiiy shall be commuiii* 
cated to the financing bank, if any, to which the society 
is indebted 

Inspection, to a commercial banker, means an inquiry 
into the financial status of a society (Madras Commi« 
ttee). Supervision, on the other hand, involves constant 
administrative assistance in routine work, advice on 
financial matters, and general guidance, both from the 
business and the co-opciative aspects- 
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This section is based on section 434, Indian Com^' 
panics Act. If a cieditor to whom the Company owes 
a sum exceeding Rs. 500 serves a demand which the 
Company neglects to pay for three weeks, the Company 
"shall be deemed to be unable to pay its debts", and may 
be wound up by the Court. The above section of the 
Co-operative Societies Act fixes no minimum to the sum: 
presumably three weeks would be a reasonable period. 
It also does not require a Registrar to wind up a society 
which IS unable to pay its debts but it would be difficult 
to conceive of a Registrar refiaimng from ordering liqui* 
dation in such a case A creditor who holds a decree 
against a society, being unable to detain the society m 
the civil prison, can only proceed by the attachment and 
sale of Its property. There is no statute which allows a 
decree holder against a registered society to pursue his 
remedy in execution against a member, and therefore if 
the pioperty of the society is insufficient the Registrar is 
bound to come to (he assistance of the creditor and to 
enforce the liability of the members, if necessary, by 
winding up The South African Act provides that if 
judgment has been obtained against the society and such 
judgment is not within three months thereafter satisfied, 
the plaintiff may proceed against all members or any 
membei of such society in respect of such liability. 
Something similar should be inserted here when the Act 
is amended. 

The Madras Committee recommended that the pro= 
vmcial bank should not only have powei to inspect cen.= 
tral banks financed by it but the responsibility for such 
inspection should be imposed upon it Most people will 
agree that banks and societies should welcome an ms^ 
pection of their books by their financing agency but 
such inspection should be rigidly confined to obtaining 
information for the financing bank Experience, 
however, shows that this kind of inspection is apt to lead 



Costs of 
saqutiy, 
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to ignorant interference with the internal affairs. The 
new Act gives the Anancing bank the right to inspect 
the books of any society indebted to it. The inspecting 
officer must be certified by the Registrar as competent to 
undertake such an inspection The inspecting officer 
has full right to secure information.* 

It was proposed m Burma to empower the Registrar 
to require a society to pay any sum found on inquiry to 
be withheld without sufficient cause, and also to apply 
to the Collector for recovery as arrears of land revenue. 
The clause was omitted by the Select Committee on the 
draft Bill. 

37. Where an inquiry is held under sec¬ 
tion. 35 or an inspection is made under sec¬ 
tion 36, the Registrar may apportion the 
costs, or such part of the costs as he may 
think right, between the society, the mem¬ 
bers or creditor demanding an inquiry or 
inspection, and the officers or former officers 
of the society. 

The Bombay and Burma Acts add —and the 
members or past members of the society. 

As both Acts make past members liable only for 
debts It IS difficult to see how they can be liable for costs 
incurred, after they have ceased to be members. Madras 
keeps to the old wording. 

Bombay further adds ; provided that— 


1 Sec 82 of the Bengsi Act provides for inspeciion by 
the Registrar or the financing bank Under sec 83 the 
w.av hold tfw KwpcctvsR a-lva oa the avtiUcaiion of 
a creditor after he is satisfied “that the alleged debt is a surn 
then due and that the creditor has demanded pa>7nent thereof 
and has not received satisfaction within a reasonable tune”. 
Section 37 of the Bihar Act provides for inspection by the 
financing bank as well 
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<a) no order of apportionment of the costs shad he 
•made under 'his section unless the society or persons 
liable to pay the costs theieunder has or have been 
heard or has or have had a reasonable opportunity of 
being heard, 

(b) the Registrar shall state in writing under his own 
hand the grounds on which the costs are apportioned 

The Act also provides foi an appeal from such 
order. 

Madras gets all that is secured in (a) by insei ting in 
The third line of the section after "may" the words •• 

"after giving the parlies an opportunity to be heaid " 

It further enacts that costs may also be awarded to the 
financing bank in the case of an inspection by that bank. 

38. Any sum awarded by way of costs Recovery 
under section 37 may be recovered, on appli- 

cation to a Magistrate having jurisdiction 
in the place where the person from whom 
tile money is claimable actually and volun¬ 
tarily resides or carries on business, by the 
distress and sale of any moveable property 
within the limits of the jurisdiction of such 
Magistrate belonging to such person 

The Bombay Act pt escribes that the application shall 
be by the Registrar and adds and such Magistrate shad 
proceed to lecover the same in the same manner as if 
It were a fine imposed by himseif 

Madras enacts (hat the sum may be lecovered as if 
It were an arrear of land revenue 

Dissolution of Society 

39. (1) If the Registrar, after an inquiry Dissolution, 
has been held under section 35 or after an 
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inspection has been made under section 3b 
or on receipt of an application made by three- 
fourths of the members of a registered 
society, is of opinion that the society ought 
to be dissolved, he may cancel the registra¬ 
tion of the society. 

Burma infroeluces an intermediate stage prior to can* 
cellation, so heie the Registrar "may order the society 
to be wound up " 

Madras prescribes that a copy of the order shall 
forthwith be communicated to the society by registeied 
post. 

(2) Any member of a society may, with¬ 
in two months from the date of an order 
made under sub-section fl). appeal fiom such 
order. 

(3) Where no appeal is presented within 
two months from the making of an order 
cancelling the registration of a society, the 
order shall take effect on the expiry of that 
period. 

(4) Where an appeal is presented witliin 
two months, the order shall not take effect 
until it is confirmed, by the appellate 
authorit5^ 

Madras adds —and such confirmation is communica¬ 
ted to the society by registered post 

(5) The authority to which appeals un¬ 
der this section shall lie shall be the Local 
Government. 
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Provided that the Local Government 
may, by notification in the local official 
Gazette, direct that appeals shall lie to 
such Revenue-authority as may be specified 
in the notification 

Burma substitutes "other" for "Revenue" in the 
penultimate line. 

For Bombay section 47, see Appendix. 

As already indicated, a Registrar is morally bound 
to cancel the registration of a society that is unable to 
pay us debts. 

As the Full Bench of the Patna High Court noted, tt 
must be assumed that the Registrar will act judicially. 
But the Burma Committee found that the Registrar had 
repeatedly been called upon by the Piovmcial Bank to 
inspect societies and he had faded to take effective 
measures to recover the loans or to liquidate the socie» 
ties. The Committee theiefoie recommended an amend¬ 
ment to make ic clear that the Registrai should ordina¬ 
rily ordei to be wound up any society which was 
neglecting to pay up sums due on the demand of its 
creditor. 

Members contemplating an application for cancella¬ 
tion under clause U) must bear m mind the periods fixed, 
under sections 23 and 24, for the termination of the 
liability of past and deceased members When the Act 
IS amended it is hoped that clauses (3) and (4) will be 
amended to make it clear that a (iquidatoi may be at 
once appointed with power to lake possession of the 
books and assets pending the lesult of the appeal, if 
any-* 


1 Sec 47 of the Bombay Act adds ons more ground 
for dissolution viz, when a society has not started working 
after registration or has ceased working or where it possesses 
shares or deposits not exceeding Rs 500. 
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Canceiia- 40. Where it ih a condition of the regis- 
registra* tration of a society that it should consist of 
socjew- least ten members, the Registrar may, by 
order in writing, cancel the registration of 
the society if at any time it is proved to his 
satisfaction that the number of the mem¬ 
bers has been reduced to less than ten.* 


Effect of 
cancelJa- 
tion of 
registra¬ 
tion. 


Tfie Bombay Act correctly adds the words 'Vbo 
are majois" after "members" in the third line : and adds 
"such members" after "ten" in the last line. Madras 
prefers •• who have attained the age of majority. 

If a registered company carries on business for more 
than SIX months after the number of members is reduced 
below seven, every member, who is cognisant of this 
fact, is liable for the payment of the whole debts of the 
company contracted during that time and may be sued 
for the same without joinder in the suit of any other 
member (sec. 45, Companies Act). That is to say, 
limited liability ceases. The South African Act, in ad¬ 
dition, makes the members liable to a fine of five pounds 
a day. 

41. Where the registration of a society is 
cancelled, the society shall cease to e.vist as 
a corporate body— 

(a) in the case of cancellation in accor¬ 
dance with the provisions of sec¬ 
tion 39, from the date the order of 


cancellation takes effect, 

2 In ihe case of soaciies registered under ihe Friendly 
Societies Act, it would seem that if the number cf members 
falls helow seven, the societv woihd TiOt cease lo wisl tn 
Its rights, though if there were less than three it could hardly 
be said to exisl, as the sumature of three members is necessary 
to an amendment of niles’ (Ftdler, p ^6) In South Afnca 
a society shall be dissolved when the number of ils qualified 
members is jedueed below seven 
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(b) in the case of cancellation in ac¬ 
cordance with the provisions of 
section 40, from the date of the 
order. 

Cf. sections 45 and 145 of ihe Indian Companies Act, 
The Registrar, here, takes the place of the Court under 
that Act Cancellation may lake place— 

(0 as the result of an inspection made of his own 
motion , 

(a) as the result of an inspection made at the 
instance of the Collector t 
(ill) as the result of an application By the Com¬ 
mittee or one-thifd of the members, 

(w) on the society proving to be unable to pay 
us debts / 

(v) at the request of ihrce-founhs of its members, 
and 

<vi) on Its members declining below ten. 

Following the English Acts, the Registrar could exercise 
his power of cancellation— 

(a) on proof that a certificate of registration had 
been obtained by fraud or mistake , 

(b) or that a society exists for an illegal purpose , 

(c) or that It has violated any of the piovisions of 
this Act <e g persistent lending to non-»membeis sec. 29), 

<d) or has ceased to exist (cf Companies A*ct, if it 
does not commence business within a year). 

(e) (Cf. Committee's Report, para 86) or that there 
is no hope of eventual solvency or progress 

Examples of illegal purpiKC are the pursuing of oiher 
business objects than those indicated in section 4, if, for 
instance, a Central Bank forsook its sole object of facili*' 
tating the operations of co-operative societies and took to 
general banking business it should be dissolved, similarly 
if a supply or stores society took to credit business. In 
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England the Seditious Meeting's Act exerted a ^ ery 
wholesome influence in preventing societies from becom* 
mg political bodies- A stores society embarkini’ on 
general business with non^members might be dissolved 
at the instance of competing traders- Repeated failure to 
observe its own by^^Iaws might entail cancellation, for 
instance, the conditions in section 6 as to residence of 
members in a fixed area and their similarity in tribe, class 
or occupation, must be adhered to- The Government 
of India have remarked that it is intended that the Regis* 
trar should, in sanctioning the proposed by*laws of a 
credit society, satisfy himself that proper residential and 
class qualifications are rendered obligatory for future 
members and the qualifications should not be altered 
save by an amendment of the by-laws sanctioned by 
the Registrar (sec 11). 

If a credit society began to dis’ide its funds amongst 
the members without first meeting all its obligations to 
creditors, the Registrar would ha\« to interfere at once- 
In Germany, a creditor may propose the opening of 
bankruptcy proceedings and the opening of such pro¬ 
ceedings serxes at once to dissoKc the society. 

The limit of ten members m section 40 presumably 
refers to major members only and the Bombay and 
Madras Acts specifically provide for this. Minor 
members must never become an appreciable proportion 
of the whole, else the three-fourths majority might con¬ 
sist of a few major members who have managed to 
secure representation of the minors. 

This majority of three-fourths of the total number of 
members is probably too high- A joint-stock company 
requires a resolution to be earned by three-fourths of 
the members present and this has to be confirmed by a 
similar majority at a subsequent meeting. The German 
Act requires only a majonty of three-fourths of the 
members present- 
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The effect of cancellation is to transfer the control of 
the society to the hands of the fi<iiridator. The society- 
ceases to enjoy privileges but retains all liability actually 
incurred and any such liability may be enforced against 
It as if the cancelling had not taken place. The shares 
become liable to attachment when registry is cancelled 
and members promptly incur licibility for debts. Debts 
owned hy members can no longer be recovered through 
arbitration proceedings and the liquidator has to resort 
to the Civil Courts ; but the Bombay Act empowers the 
liquidator to get disputes referred to arbitration If the 
society transacts business after cancellation each mem* 
her becomes liable for the payment of the whole debts 
so incurred and may be sued for these individually. 
Liability Is limited only to debts incurred prior to 
cancellation : the latter extinguishes the corporate body 
and (eaves a number of individuals. 

A Society, whose registry has been cancelled, can 
only be re-admitted to registry as a new society making 
a fresh application (unless of course, the order of cance¬ 
llation was upset on appeal). 

It should be noted that only picsent members can 
apply for cancellation Past members and persons 
claiming through deceased members cannot seek to 
liquidate their liability by procuring dissolution. 

In England before the Registrar can cancel registra¬ 
tion, he must give two months' clear notice in writing to 
the society specifying briefly the ground of the proposed 
cancellation. No such notice is prescribed in this Act 
but a rule could probably be made under section 43 (1). 

See Bombay Act, section 49 in Appendix 

Section 35 does not require the Registrar to commu¬ 
nicate the results of his inspection to the society (cf. sec. 
36 (2)) but presumably he does so In England, a society 
is not bound to act upon the advice tendered and it is 
left to the one-third minority to persuade their fellow- 
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members In India, theRegistrarcan enforce his opinion 
by dissoiving the society, this being practically the only 
legal punishment open to him. The Local Government 
may withdraw privileges (Sec. 4d)' 

42. (I) Where the registration of a society 
is cancelled under section 39 or 40, the 
Registrar may appoint a competent person 
to be liquidator of the society. 

Burma adds and such person.shall have po^er to 

take immediate possession of all assets belonging to the 


1 There are many soaeues which arc financially sound 
but are mismanaged due to ihe negligence of the Managing 
Committee and efforts lo improve the managetnent have 
proved to be futile Act II of 1912 ha« only one remedy, 
VIZ, cancellation of the regisiraiioo and liquidation, whereas 
if the existing Managing Committee is removed and steps be 
taken to bring in new members on the Committee these socie¬ 
ties may be revived. Action 43 of the Madras Act provides 
for Ihe supersession of Ihe Committee by the Registrar for a 
period not exceeding two years and the appointment of an 
officer who. under the direction of the Registrar, will cany 
on the management of Ihe society The remuneration of this 
officer will be paid from the funds of the society On the 
expiry of the penod of supersession he will arrange for the 
constitution of the new Committee in accordance with the 
by-laws Under sec 41 of the Bihar Act the Registrar may 
dissolve the Committee and order that any of us members 
shall be disqualified from holding office for a period not ex¬ 
ceeding three years When Ihe Committee is dissolved the 
society shall elect a new Committee but if the society fails lo 
elect, the Registrar may require an officer of the society to- 
call a general meeting On his failure to call the meeting the 
Registrar may do it himself The atm of the section is lo 
enable the society lo change its erring Committee by demo¬ 
cratic methods but if has not proved to be effective A few 
persons or groups who dominate over other members can 
obstruct all efforts to improve the working of the society 
The procedure laid down under sections 25 to 27 of the 
Bengal Act is cerlamly an improvement over the provisions 
in the Madras and Bihar Acts as a chance is given to the 
society lo elect a new Committee in place of the dissolved 
Committee and on its failure to do so the Registrar may 
appoint “a snitayife persotf' to manage the affairs of tl'-c 
society for a period not exce^ing one year and arrange for 
the reconstitution of the Commrttee within this penod This 
person shall exercise all the powers and perform all Ihe duties 
which may be performed by the Committee or any officer of 
the society. 
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society, and of all books, records and other documents 
pertaining to the business thereof and to carry on the 
business of the society, so far as may be necessary for 
the beneficial winding-up of the same- 

In Bombay and Madras the requirement that the 
liquidator shall be competent is omitted, 

(2) A liquidatoi appointed under sub¬ 
section (1) shall have power • 

Burma inserts : as soon as the Older of winding-up 
takes effect. 

(a) to institute and defend suits and 
other legal proceedings on behalf of the 
section (1) shall have pouer— 

(b) to determine the contribution to be 
made by the members and past members of 
the society respectively to the assets of the 
society, 

(c) to investigate all claims against the 
society and, subject to the provisions of this 
Act, to decide questions of priority arising 
between claimants, 

(d) to determine by what persons and 
in what proportions the costs of the liquida¬ 
tion are to be borne, and 

(e) to give such directions in regard 
to the collection and distribution of the 
assets of the society as may appear to him 
to be necessary for winding-up the affairs 
of the society. 

(3) Subject to any rules, a liquidator ap¬ 
pointed under this section shall, in so far 
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as such powers are necessary for carrying 
out the purposes of this section, have power 
to summon and enforce the attendance of 
witnesses and to compel the production of 
documents by the same means and (so far 
as may be) in the same manner as is pro¬ 
vided in the case of a Cjvil Court, under 
the Code of Civil Procedure, 190S. 

(4) Where an ap^jeal from any order 
made by a liquidator under this section is 
provided for by the rules, it shall lie to the 
Court of the District Judge. 

(5) Orders made under this section 
shall, on application, be enforced as fol¬ 
lows — 

(a) when made by a liquidator, by any 
Civil Court having local jurisdiction in the 
same manner as a decree of such Court. 

(b) when made by the Court of the 
District Judge on appeal, in the same man¬ 
ner as a decree of such Court made in any 
suit pending therein. 

(6) Save in so far as in hereinbefore 
expressly provided, no Civil Court shall 
haie any jurisdiction in respect of any 
mattei connected with the dissolution of a 
registered society under this Act 

Burma ioseris after "dissolution" or winding»up. 

The corresponding sections, 50 and 51, of the Bombay 
Act and 56 of the Burma Act are reproduced m the 
Appendix. 
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This section follows the usual provisions as to Hqui* 
■dation Burma, however, has introduced an intermediate 
stage of "winding»up" : a society is first ordered to be 
■wound up and during this process it continues in 
■existence; if the Registrar thinks the society should 
continue to exist he may fsection 58) cancel the order 
for windingaup ,• otherwise he must, after considering the 
final report of the liquidator, order the registration to be 
cancelled. 

In Germany, the liquidation has to be effected by the 
Committee of Management unless by the articles or by 
resolution of the general meeting it is entrusted to other 
persons- At least three liquidators must be appointed/ 
one»tenth of the members may have the liquidators 
appointed by the Court. 

Section 43 <t) provides for rules of procedure. The 
liquidator becomes invested with full powers on appoint' 
ment. The Madras Committee recommended that the 
Registrar should be enabled to give the liquidator 
directions from time to time, and the Madras Act 
places the powers of the liquidator "subject to the 
control of the Registrar", in Bombay the liquidator acts 
■"with the sanction of the Registrar". In the Companies 
Act the Court confers the powers- 

Clause <2> <a) —The cancellation of registration 
terminates the existence of the corporate body <sec. 41> 
and therefore the power to institute and defend suits 
<sec. 18) passes to the liquidator. The words "by bis 
name of office" have been added to remove the doubt as 
10 whether the suit should be in the name of the society or 
in the liquidator's oSicial name. In any suit brought by 
the society, a depositor could set off his deposit against 
the sum claimed. In amending the Act, the liquidator 
should be given power to refer disputes to arbitration. 

Clause 2 <b>.—The benefits of registration appear in 
winding-up proceedings. In an unregistered society u 
16 
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creditor may sue any member he pleases for his whole 
debt and leave him to recoup himself out of the assets 
or from his fellow members- In a registered society, the 
assets are realised and only the deficiency has to be 
made up by contributions from members and past 
members. 

It is curious that the reference is only to past 
members and not to deceased members whose estates 
apparently are free from contributions. In view of 
section 24, it seems correct to assume that the liquidator 
can levy contributions from their estates, but he could 
only enforce these by civil suit- The Bombay and 
Madras Acts specifically provide for this by inserting 
the words: "or by the estates or nominees, heirs, or 
legal representatives of deceased members". A similar 
amendment is desirable everywhere, Madras further adds: 
"or by any officers or former officers". It has been 
suggested that the wording of this clause seems to 
prohibit the liquidator from modifying his order determin* 
ing the contributions of members from time to time. 

It is thought that, under the law as it stands, a liquidator 
cannot use the unlimited liability of the non-borrowing 
members of the society until he has exhausted all 
possible steps against defaulting members. It is, there*’ 
fore, proposed to amend the section by the insertion of 
the words "from time to time" after "determine". The 
Bombay and Madras Acts insert these words. 

The Government of Burma has been advised that a 
liquidator's order under section 42 <2> (b>, (d) or <e> 
is not a decree within the meaning of the Civil Procedure 
Code. Effect can be given to these orders <5) (a> by 
means of the machinery of a Civil Court having local 
pirisdiction. 

A liquidator has not power to transfer his duties to 
other persons. He may appoint an agent to assist him 
and such agent could apply for the enforcement of 
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orders. The liquidator cannot divest himself of his 
responsibilities. 

Contribution usually means the amount payable by 
a member as such and does not include debts payable to 
the society. It is the unpaid portion of the liability. In a 
limited liability society with fully paid-up capital, it is 
nil unless it be held that dividends have been paid 
without being earned, in which case perhaps these 
might be recovered. It is not prescribed whether m an 
unlimited liability society with share=capital, the 
liquidator should fix contributions according to shares 
held or equally. As members' liability is equally 
irrespective of the number of shares held, the contri* 
butlons should be equal up to the limit of the capacity 
of the smaller members, thereafter it is inevitable that 
the richer should pay more\ Bombay and Madras 
specially provide that "contribution" shall include 
"debts due from such members or persons". Burma 
says "debts payable and the contribution" thus keeping 
the correct definition of "contribution". But the 
provision seems to give the liquidator power to order 
payment of debts even if barred by limitation, and 
when dealing with societies of unlimited liability the 
term used is not "members" but "persons", so that the 
liquidator may order payment from non»members 
<e g sureties). This is a serious power to confer on the 
liquidator. The Burma Committee pointed out that 
the liquidator was thus practically given the power of a 
civil court to adjudge claims for debts, antf there was 
no appeal provided. They thought this was unnecessary 
and liable to lead to itUfeeling. They preferred the 


1 ‘The unlimited liability, «hicb still remains the corner 
stone of the Raiffeisen system, is harder on the poor than on 
the rich, as assessment for losses are made share and share 
ahke and might completely wipe out a srnall estate without 
noticeably diminishing a la’^r one”. Hernct, p 293 
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Madras Committee solution of conferring on the 
liquidator the power to refer disputes to the Registrar 
for arbitration. In some provinces, all claims for debts 
are referred to arbitration before the order for winding- 
up is issued. 

Also it is not clear whether members and past mem¬ 
bers would be regarded as equally liable or whether con¬ 
tributions should only be demanded from past members 
when the liability of existing members is not sufficient to 
cover dehciencies. On the analogy of Company Law, 
in a limited liability society, contribution would first be 
demanded from existing members up to the limit of the 
uncalled portion of their share and thereafter from past 
members- In unlimited liability societies past members 
may be made to contribute forthwith. The basis of the 
liability of past members (secs 23 and 24) should Be the 
balance-sheet of the year in which they ceased to be 
members The liquidator has no power under this 
section to decide who are members and past members 
and the court (clause 5(a» cannot apparently hear 
objections from persons denying liability. Limitation 
for suits for unpaid calls on shares Is six years. 

If a member becomes insolvent, the assignee may 
disclaim his shares and the liquidator may claim for the 
uncalled sum but the Insolvent member cannot be made 
a contributory. 

From the list of powers there are some important 
omissions. Neither the Act, rules, nor by-laws contain 
any directions as to the disposal of the books of a dis¬ 
solved society.^ But Madras now enacts that when the 


1. Semble Companies Act, section 242 The disposal of 
books should be decided by the Registrar or the Society 
TVitv tniv ^ ittet ttocft Bcajal bas now 

got a rule “‘TTie liquidator shall submit to the Registrar 
a final report and make over to the Registrar all bo*’’'*- 
registers and accounts belonging to the society and all books 
and accounts relating to sod> proceedings kept by bin . 
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affairs of the society have been wounil up the liquidator 
shall deposit the records of the society In such place as 
the Registrar may direct.' 

Outside Bombay and Madras it is not competent for 
the liquidator to mahe a decree under clause 2 (b) for 
loans ow'ed by a member. There is nothing corres¬ 
ponding to section 4®, Indian Companies Act, em* 
powering a Court, after making a winding-up order, to 
order any contributory to pay any money due from 
him to the Company, exclusive of any money payable 
by virtue of any call. As compulsory arbitration is now 
the rule, it is difficult to see the obiection to conferring 
on the liquidator the power, formerly held by the 
society, to refer disputes to arbitration. The Bombay 
Act confers this power but Madras restricts compulsory 
arbitration to societies still registered. 

A liquidator cannot carry on the business of the 
society. But the Bombay and Madras Acts empower 
him to carry on the business of the society so far as may 
be necessary for the beneficial wmding»up of the same. 

Madras has a clause which appears to amplify clause 
2 <c) above:—to pay claims against the society 
(including interest up to the date of cancellation of 
registration) according to their respective priorities, if 
any, in full or rateably, as the assets of the society 
permit/ the surplus, if any, remaining after payment of 
the claims being applied m payment of interest from the 
date of such cancellation at a rate fixed by him but not 
exceeding the contract rate in any case. 


1. Another important omission is regard to the 

liquidator having me power to ele,t a comprumiae or any 
arrangement with aiu CTedi»or m respect of his claims or 
snth any member of the society m respect of any contribu¬ 
tion to be made by him Bombay Act, sec 50 (b) and (c) 
aulhorises Ihe liquidator to make a compromise Similar 
provision has been made ir Bengal Act sec. 91 
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Clause (3).—The Fourth Conference (1909) wished 
liquidatois to be recognised as public servants within the 
meaning of the Penal (3ode (sees 174 and 175) which 
makes punishable failure to attend when summoned and 
failure to produce a document when called upon to do 
so.‘ Both Bombay and Madras Acts provide penalties 
for such failure. A hquidatot cannot apparently summon 
individual contributories but he can, of course/ and in 
fact must summon a general meeting. 

Clause (4)—The High Court of Allahabad has held 
that where no appeal is provided for in the rules, neither 
the District Judge nor the High Court can question the 
liquidator's order and the subordinate Court has no 
option but to enforce the order, if it could possibly be 
said to be an order under section 4Z of the Act. The 
following remarks of the fudges is worth quoting’ It Is 
quite clear that the policy of the Act was that matters 
arising under the Act should be settled without litigation 
in the Court. If litigation were permitted, the whole 
object of the Co-operative Societies Act would be defeat* 
ed. We think that m the present case, we may depart 
from our usual practice of not saying anything which is 
not absolutely necessary for the decision of the case, 
because we are all interested in the good working of the 
Co operative Societies Act. It seems to us that probably 
the liquidator was wrong in passing an order that each 
of these debtors (members) should be Jointly and sever* 
ally liable for the amount of each other's mortgages. If 
he required money for the purpose of liquidation and 


1 The Madras High Court have held in Kuppu 
Chettiar v Uihukottai cooperative society (AIR I9^f* 

831) that the liquidator was not a public officer withm tne 
meaning of sec 2(1^ of the Civil Procedure Cede merely 
■because be was invested wife certain quasi)udicia\ 
and his duties were of the natnre of public duties See 39 
of the Bihar Act provides that amors others a liquidator 
“shall be deemed to be a public servant within the meaning 
of section 21 of the Indian Penal Code” 
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^o^ the discharge of the debts of the society, he had 
clear power to determine the contributions to he made 
and we think that it woufd have been more correct had 
he made his order In this form* and then piocecded to 

lake steps to recover from each.Similarly the 

Oudh Judicial Commissioner has held that a Civil Couit 
cannot, in vie j/of section 42(6>, entertain a suit for a 
•declaration that an order of the liquidator passed under 
section 42 (2> of the Act is ultra vires and without 
Jurisdiction and cannot be executed.* The Bombay High 
Court has taken the same view. Sub»section (6) ousts 
the jurisdiction of the Civil Courts entirely. There can 
be no doubt that all the liquidator's acts as liquidator, 
Jn all ordinary cases, are concerned with the dissolution 
of a registered society, and it is only If a liquidator's act 
or order is shown to be clearly ultra vires, that is outside 
the powers conferred upon him by law as a liquidator, 
that the Civil Court could possibly Intervene.* 

In Bombay an appeal against an order of a liquidator 
sanctioned by the Registrar lies to Government within 
two months from the date of communication. In Madras 
the appeal lies to the Registrar.* 

In Bengal, Assam, Central Provinces, and Behar and 
Orissa, the local Public Demands Recovery Acts have 
been amended so as to make recoverable as an arrear of 
land revenue any sum ordered by a liquidator to be reco¬ 
vered as a contribution to the assets of a society or as 


1 IL R, Allahabad, XL 1918, p 89 

2 Indian Cases XLIV. 1918, p 353 

3. ILR, Bombay, XLIV 1910. p 582 

4 Under sec 44(,5) and (6) of the B'har Act. appeals 
agamst the orders of the Iiquidatoi under clauses (b), (c), (d'. 
(e), (g). (h) of subsection 3 shall lie with the >pecwl sanction 
of the Registrar, to the court of me District Judge within 
three months from the date of communication of the order 
and the order of the liquidator subject to any order cf the 
Registrar m revision or to any order of ihe District Iud<-e 
«n appeal, shall be final. 
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costs of liquidation, eras members'debts. In the Uttar 
Pradesh (Act III of 1919) the Co operative Societie& 
Act has been amended so that this section shall be 
construed as if— 

(a) aftei sub-*sectlcn (4) of the said section the fol¬ 
lowing sub=section were inserted, namely : "(4A} Any 
sum ordered under this section to be recovered as a 
contribution to the assets of the society or as costs of 
liquidation may be recovered, on a requisition being 
made in this behalf to the Collector by the Registrar of 
Co-operative Societies tn the same manner as arrears of 
land revenue," and 

<b) at the beginning of sub'section <5) of the said 
section the following words were inserted, namely 
"Save as provided m sub-section {4A)." 

This U P. Act has been extended to Ajmefe' 
Merwara ri922> Madras followed suit in 1920, and 
its Act was extended to Coorg. As to the benefits of 
this amendment, Assam reported in 1922 that "much 
delay srlll occurs in the recovery of assets through the 
certificate procedure. The deputy commissioners were 
requested to effect speedier collections but so far there 
has been little or no Improvement in collections. 
Some liquidators are again resorting to the Civil Courts 
for enforcement of their orders owing to delays in the 
courts of certificate officersand again in 1923 : "the 
experience of the past three years has been sufficient 
to demonstrate that, in Assam at least, the certificate 
procedure does not provide a method of recovery 
swifter and surer than the ordinary Civil Court proce* 
dure." Madras (I922='23) also reports that in spite of 
the amendment "the rate at which liquidation proceed* 
ings are carried through still seems very slow 
Bombay inserts a special clause in its Act empoweni^ 
the liquidator to issue requisitions under section 7^ 
{of its Act) upon the Collector for the recovery as 
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arrears of land revenue of any sum ordered by him 
to be recovered as dues from members or as a contribu*^ 
tion to the assets of the society or to the costs of 
liquidation. Burma (section 69> also enacts that all 
sums payable by order of a liquidator (including costs 
of liquidation) shall be recovered in the same manner as 
airears of land revenue on a requisition being made to 
the Registrar to the Collector.* 

Madras amplifies sub clause (6) into a special 

section 48 i—..no civil court shall take cognisance 

of any matter connected vpith the wmding»up or dissolu* 

tion of a society.and when a liquidator has been 

appointed no suit or other legal proceeding shall he or 
be proceeded vrith against the society except by leave 
of the Registrar and subieci to such terms as he may 
Impose.* 


Rules 

43. ( 1 ) The Local Goxernment may, for 
the whole or any part of the Province and 
for any registered nociety or class of such 
societies, make rules to carry out the pur¬ 
poses of this Act. 


1 "In Madras the Kegj»»rar and his olEcers have been 
given powers of Civil Courts and have iheir own agency for 
recoveries The system jn M idras has, we understand, been 
on the whole successful We recommend that as a general 
rule the Registrar and his officers should either be given 
powers of tivil courts or m ihe alteroative dues of co-opera¬ 
tive societies should be recovered as arrears of land revenue 
In the latter case the Collertors should be asked to depute 
special officers for this work m order to expedite recoveries ’ 
(Co-operative Planning Committee Report, p 167) 

2 It was held that the Court had no juri'diction to ques¬ 
tion the acts of the liquidator tn matters connected with the 
dissolution of the society (Co-operatise Society Mauza Asa 
V Quadn, AIR 1934 Oudh, 481) also Mehedj Miinshi v 
Inspector of Co-operative Societies Goalpara, ILR l°43-2 
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Wfiere, by any Act of the Governor=GeneraI in 

Council.a power to issue.rules.is con* 

ferred, then that power includes a power, exercisable 
in the like manner and subject to the like sanction and 
conditions, if any, to add to, amend, vary or rescind 
any ..rules so issued. (General Clauses Act, sec. 21) 

The Uttar Pradesh have rules dealing with 
transactions with persons other than members (sec. 31) 
Transactions with non^mcmbccs are prohibited in the 
ordinary course of business except during: such period 
as the Registrar may prescribe. Also the following 
rules governing transfer of shares and reduction of 
capital 

(1) Shares held by individuals in a central bank 
shall not, w/thouf the sanction of the Board of Directors/ 
be transferable, except to nominees, heirs/ and legal 
representatives of such individuals. 

(2) Such shares shad not be withdrawable- 

(3) Shares held by societies in a central bank shall 
■not, be withdrawable or transferable/ except when a 
society Is dissolved or when it is affiliated to another 
central bank, in which latter case the shares shall be 
transferred to such central bank. No withdrawal or 
transfer shall be permitted unless the shareholder has 
paid up the entire dues of the central bank : 

Provided that, in the case of re-organisation of a 
share holding society into two or more societies, the 
central bank may, in consultation with the Registrar, 
allow the transfer of such proportion of the shares held 
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by the original society to the new societies as is 
considered suitable.’ 

(4) No central bank shall buy its own shares un* 
less a simultaneous reduction of subscribed share* 
capital is effected and sanctioned in the manner 
hereafter provided. 

(5) A central bank may by a resolution passed at a 
general meeting specially convened for the purpose, re¬ 
duce its share*capital in any way and, in particular, may— 

(a) extinguish or reduce the liability on any of its 
shares in respect of share capital not paid up . or (b; 
cancel any paid*up share»capital / or (c) pay back any 
pald*up share-capital which is in excess of the wants of 
the central bank / 

Provided that, except in the case of withdrawal or 
transfer permitted under clause (3) of this ruh, the share 
capital represented by the shares held by Co-operative 
Societies shall not be reduced unless the share capital 
held by individuals is totally extinguished. 

(6) A special resolution passed by a geiieral meet* 
ing for the reduction of share-capital shall be subject to 
the confirmation of the Registrar- 

(7) The Registrar may direct the central bank 
desiring to reduce its share capital to issue a nonce by 


1 With the extension of the activities of a society and 
with the increase m iXs size the amalgamation or division of 
existing societies will be inevitable There is no Provision for 
this in Act II of 1912 hence the soaeties have to he liquidated 
before they can be reorganised Sec 13 of the Madras Act 
and sec 15 of the Bombay Act have provided tor this but 
the procedure laid down in Bengal is simpler After the preh- 
tnmary resolution regarding the propos^ amalgamation or 
splitting up IS passed notice ^ould be sent to rqembers and 
creditors The second general meeting will be held after two 
months to confirm the preliminarv resolution and provision 
shall be made for the refund of share money of fnembers un¬ 
willing to )Oin the new society and for the satisfatnon of 'the 
claims of creditors who may have made the dentand After 
the share money has been refunded and claims of creditors 
satisfied the assets and liabilities of the original society 
or societies shall vest m the nen society or societies. 
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registered post to every creditor, who shall be entitled 
to object to the reduction tnihin one month from the 
date of the receipt of such notice. 

(8) If a creditor does not consent to the reduction 
of the share»capiial, the Registrar may dispense with the 
consent of that creditor, on the central bank securing pay-*^ 
ment of the debt or claim within a time specified by him- 

<9) The Registrar, if satisfied with respect to every 
creditor of such bank who has objected to the reduction, 
that either his consent to the reduction has been 
obtained or his debt or claim has been discharged or has 
determined or has been .secured, may make an order 
confirming the reduction on such terms and conditions 
as he thinks fit- 

<10) The resolution for the reduction of shares 
capital shall take effect from the date on which it is 
confirmed by the Registrar. 

The Seventh Conference (1913) thought that a fui* 
was desirable to define the classes of documents in a 
Registrar's office which the public have a right to inspect 
and to prescribe fees for the supply of certified copies 
of such documents (cf. notes to secs. 25 and 26)- 

The Uttar Pradesh and Punjab have the following: 

(i) Any member of the public shall be permitted on 
payment of a fee of one rupee for each occasion of 
inspecting to inspect for any lawful purpose any public 
documents (exclusive of documents privileged under 
secs. 123, 124, 129, and 131 of the Indian Evidence 
Act, 1872) filed in the office of the Registrar, Co^opera® 
tive Societies, in particular of the following documents, 
namely .— 

(1) Registration register (Bombay has "applications 

for registration")' 

(2) Registration certificate of a society 

<3> The registered by-Jaws of society and amend¬ 
ments effected in such by-^Iaws. 
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(4> An order cancefling the registration of such a 
society. 

(5) An order directing the liquidation of such 
a society. 

16) The annual accounts of a society (Bombay has 
"audit memo of a registered society"). 

For certified copies the fees are Rs. 3 for a registrar 
tion certificate and two annas for each hundred words of 
ether documents. 

Bombay had a rule : no society may take any action 
which would involve the society in the discussion or 
propagation of controversial opinions of a political or 
religious character, and the Registrar may prohibit any 
aeffon or rescind any resolafioo which in bis opinion is 
of such tendency. The reference to political matters 
has now been omitted. Burma is more delicate : its 
rule runs: The Registrar may rescind (and order to be 
deleted in the records of the society) any resolution or 
action of an officer or a committee of a society or of a 
society, which is, in his opinion, outside the objects and 
scope of the society, as defined in the by-laws of the 
society, and may order the record of such resolution or 
act to be deleted m the records of the society. 

Rules might be made (cf. sec 19, Industrial and Pro* 
vident Societies Act) that no registered society with 
limited liability which has any withdrawable share^^capU 
tal shall carry on the business of banking, and no such 
society shall make any payment of withdrawable capital 
-while any claim due on account of a deposit is unsatisfied. 

The Uttar Praddsh rule permitting both bonus 
and dividend in societies for production and distribution 
has been given under section 33. 

(2) In particular and without prejudice 
to the generality of the fore-going power, 
such rules may 
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(a) subject to the provisions of section 
5 prescribe the maximum number of shares 
or portion of the capital of a society which 
may be held by a maiaber; 

German Act: "in societies with unlimited liability 
memheis may only hold one share" The absence of 
such a rule is fraught with risk (Nicholson). "In these 
societies, the share is primarily a means: (a) of com* 
pellmg thrift: (b) of providing the guarantee of the mem* 
her which, in these unlimited societies, extends to the 
whole of his property and of thereby obtaining credit, 
it Is not intended, except secondarily, as a means of 
furnishing funds directly, still less as an investment by 
the members as is the case in an ordinary /oinwtock 
company, hence the present limitation, the holding of 
a single share renders the holder responsible in all his 
property, and the holding of other shares would, there* 
fore, not Increase the guarantee offered by him while It 
might give him an undue preponderance In the society." 

But in practice, the subscription of additional shares 
(on which no dividend or a smalt one is paid) strengthens 
the hnanctal position of the society, protects the un» 
limited liability and assists in its ultimate abolition by 
hastening the collection of sufficient owned funds to 
meet the needs of the members. 

Such rules may be necessary to preserve the benefits 
of the society for persons of limited means (cf. pream* 
ble and notes) and to deter persons of ample means 
from securing any undue share of influence especially 
where the rule of one man one vote is not observed. In 
the Punjab the maximum number is one*fifth of the whole, 
whether the liability be limited or unlimited. In Bengal, 
Burma and Assam, this maximum applies to societies 
with limited liability only- The contributions to share*- 
capital represent the paid.^ portion of the liability. 
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(b) prescribe the forms to be used and 
the conditions to be complied with in the 
imaking of applications for the registration 
of a society and the procedure in the matter 
of such applications;— 

All provinces seem to have prescribed forms, the 
main requirements are: — 

(1) Name of proposed society (see note to sec. 43 
(c)). 

(2) Registered address with nearest Post Office (sec. 

15 ), 

(3) Kind of liability, whether limited or unlimited 
(sec. 4). 

(4) Adherence to the proposed by-laws (sec. S (3)). 

(5) Formal application to be registered (sec. 8 (1)), 
Some add.— 

(6) Language In which the boohs and accounts will 
be kept. Other details, required in some provinces, are 
usually contained m the by-laws, which accompany the 
application. 

All require the applicants to sign or attest (sec. 8 (2> 
(a)), except in the case provided for in section 8 (2) (b). 

Section 8 (3) requires one copy of the by-laws to be 
submitted. Most rules require two copies, one of which 
is usually returned certified as duly registered <cf. sec. 
11<3>). Bengal requires a third copy, which is sent to 
the Central Bank to which the society is to be affiliated. 

The Registrar should issue a certificate of registration 
(cf. sec. 10) to the society, and apparently always does so. 

Bengal, Bombay and Burma, etc., prescribe that in 
eVery case in which the Registrar refuses to register a 
society, he shall record in writing the reasons for hts re* 
fusal and shall communicate his decision to the applicants. 
The Madras Act seems to require that an order refusmg 
to register shall be communicated by registered post. 
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The Committee on Cooperation advocates full 
enquiry into ail applicarions and regard it as necessary 
that the Registrar should be able to ascertain’— 

tl) Whether the proposed members have really 
assimilated the principles of cooperation/ 

(2) Whether they appear to be too involved in debt 
to make a society successful (and for this purpose a 
statement showing, though not in great detail, the assets 
and liabilities of intending members should be submitted}, 
<3) Whether adequate working capital is available 
in the movement/ 

<4) Whether the applicants are meiJ of ffood 
character and the village as a whole free from the taint 
of litigousness, and 

<5> Whether means are at hand to provide ior the 
necessary supervision of the society when formed. 

Enquiry should also be made as to the suitability of 
ihe proposed Secretary and Committee. 

(c) prescribe the matters in respect of 
which a society may or shall make by-laws 
and for the procedure to be followed in 
making, altering, and abrogating by-laws, 
and the conditions to be satisfied prior to 
such making, alteration, or abrogation , 
Abrogate —repeal or rescind. 

The Act does not confer powers upon a registered 
society to make by-laws It must have them before 
registration (sec. 8 (3» and may amend them (sec. ID- 


1 “With ihe p/essure to create new societies, Iher® i* ^ 
danger that ih«y may be formed without proper preparation 
In the Punjab there used to be a rule that registration shouio 
he preceded by at least three visits to ihe village concerned 
from a member of the stafi. to ensure members being taugnt 
the nature of the sonety, and their rights and obligations 
under its by-laws The rule may not be appropriate ^''*0- 
where under Ihe changed conditions of today but there should 
obviously be some rule of this kind". (Darling; P- I®''. 
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In most Acts, by-laws upon certain points are 
compulsory: but matters dealt with in the Act in some 
countries are left to by=laws in others. The Indian Act 
requires bylaws only upon <I> area, <2) tnbe, caste or 
occupation of members, and <3> registered address 
<secs. 6 and 15), but presumably the ob|ect <sec 4> must 
also be specified. It is thus left to rules under this clause 
to impose compulsory by-*laws, and generally speaking 
deficiencies have in all provinces been made good by 
rules under succeeding clauses. 

As membership is the very essence of a society, it 
is obviously necessary to have by-laws governing the 
terms of admission, withdrawal and expulsion of mem¬ 
bers and m most countries the laws misist on these. 

Most Acts impose a long list of matters upon which 
by-laws must be framed, unless these are dealt with in 
the Act itself. In some countries model by-laws are 
annexed to the Act. 

Most Local Governments have issued rules for 
compulsoiy by-laws on the following points.— 

<1> Name—see note below. 

<2> Address <sec I5>. Bombay requires the 
addiesses of branches also 

<3> Objects for which the society is established. 
The whole of the objects must be set forth and they 
must be in conformity with section 4. 

<4> Area of its operations or area of membership. 
Bombay requires the tribe, class, or occupation of 
members if the membership is proposed to be so 
restricted. 

<5) Purposes to which its funds may be applied 
<which must be such as are requisite foi carrying out 
the objects). 

<6> Qualifications required for membership and 
terms for admission of members, etc. <cf. clause <d) of 
this section and sec. 12). 

17 
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<7> Right and liabilities of membership (see section 
4 and 12). Madras insists on the insertion of any fines 
which members may be liable to- 

<8> Withdrawal and expulsion of members (see 
clause (m> below). 

(9> Payments lobe made on withdrawal, e.TpuIsion, 
ineligibility or death of members (sec clauses (m) and 
(n) below). 

(10) Transfer of share or interest of a member 
(see sec. 14). 

(11) The manner In which capital may' be raised 
(sec clause (e) below). 

(12) The mode of summoning and holding mecimis, 
the right of of voting, etc. (see clause (0 below). 

(13) The manner of making, altering and abrogating 
by-laws (see sec. 11 and the wording of this clause 
above). 

(14) The mode of appointment and reinov’alofa 
Committee and of its officers (if any) and the powers 
and duties of the Committee and such officers (sec 
clause (g> below’. 

(15) The mode of custody and of investment of 
the funds (see sec. 32). 

(16) The mode of keeping the accounts (see clause 
<h) below). 

(17) In credit societies, the conditions on which 
loans may be granted to members, including .— 

(a) the rate of interest, 

(b) the maximum loan admissible to a member • 

(c) extensions and renewals / 

(d) recovery of loans , 

(e) the purposes for which the loans may be gran' 
ted / and 

(f) security for re*payment (see clause (o')- 

(18) The consequences of default in payment o 
any sum due by a member 
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(19) The settlement of disputes (see clause (I)). 

(20) Disposal of profits including (a) maximum rate 
of dividend, and (b) formation and use of a reserve fund 
(see clauses (p) and (r) below and sec- 33). 

(21) The authonsatiofi of an officer or of officers to 
sign documents on behalf of the society 

To this list there should be added:— 

(22> The inspection of the books of the society by 
every member having an interest in its funds, and 

(23) The supply of copies of the by-laws and of the 
annual balance-sheet to members. 

Burma and Bengal add : a society may make by-laws 
On.the imposition of fines and forfeitures on mem¬ 

bers. Madras simply insist that if a member IS liable to 
fines, this shall be mentioned in the by-laws.* 

Most of these matters will be discussed in the notes 
under the following clauses of this section. A few points 
may conveniently be noted here- 

(1) The name must not be identical with that under 
which any other existing society is registered, oi so nearly 
resembling that names as to be likefy, in the opinion of 
the Registrar, to deceive the members of the public as 
to its nature or identity. A registered society may, by 
special resolafion, change its name with the approval of 
the Registrar (it would be an amendment of a by-law, 
sec. 11) a society must not be registered under a name 
likely to disguise its real character, eg, a society whose 
chief business is credit should not register as a stores 
society. 


*1 Sec 66(2) ot the Bihar Act presenbes the coDdiUons 
under which a society may be prohibited from appointing a 
defaullmg member of any society to its managing committee 
and the procedure to be followed when societies change the form 
or extent of Iheir Jiability, and provide for the amalgamation 
and division of societies and prescribe the conditions of sucli 
amalgamation and division 
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In England (Industrial and Provident Societies Act, 
5ec. 66), It is an offence for a socieij^ to use any abtre* 
viation of its name on any stationery, bill*head, seal, etc. 
In India this applies to registered companies (sec. 73 of 
the Act) The power of deciding as to the name lies 
■with the Registrar in the first instance, subject to an 
appeal against his refusal to register. The Court will 
not order registration if the opinion of the Registrar is 
irenuine. The laws of New York State, British Colum» 
bia, etc, insist that the words "Co operative" and "As» 
sociation" shall be included in the names of all Co-ope* 
rative agricultural, dairy, and horticultural associations, 
while all productive societies shall affix or prefix such 
word Of words to their names as will indicate that (hey 
are co-operative The Acts of South Africa, Manitoba, 
etc., also insist on the word "co-operative" being part 
of the name 

(Z) Meetings— the German Act requires by-laws 
dealing with regulations for summoning general meetings, 
authentication of resolutions and chairmanship of meet* 
mgs, and whether in general meetings certain matters 
te g. expulsion of a member, adoption of new by-laws) 
must be decided not by a simple majority, but only by a 
larger majonty of votes. 

(3) In amending by-laws, a society may be asked to 
submit when necessary* — 

(a) A copy of the existing niles marked so as to 
show where the alterations occur and what they are, 

(b) Two copies of the amendment signed by officers 
of the society. 

(c) A statement that the amendment was adopted 
by a majority at a general meeting of the society 2t 
which a certain minimum proportion of the members was 
present The actual ptoportion required depends upon 
whether the liability of the members is limited orunli* 
mited. In the former case, a smaller proportion may be 
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allowed without risk. In the I^iniab, for instance, in the 
case of societies with limited liability, model bylaws or 
amendments previously approved by the Registrar may 
be adopted by a majority consisting of two»thirds of the 
members present at a general meeting of which due 
notice of the intention to discuss such model by=Iaws or 
amendments has been given- In other cases two-thirds 
of the members must be present- In some countries, the 
majority is prescribed bylaw * 

Bombay has issued rules — 

By-laws may be made, alieied oi abrogated by a 
resolution passed at a general meeitngof the society, 
provided that— 

(1) due notice of any proposal to make, alter or 
abrogate the by-laws is given in accordance with the 
by-laws, 

(2) the resolution is passed by not less than two- 
thirds of the members piesent at the general meeting at 
which a quorum shall be present, or at an adjourned 
general meeting (at which if a quorum is not present 
within half an hour from the time appointed for holding 
the meeting, the members present shad foim a quorum) 
and a copy of the resolution is forwarded to the Registrar 
within a period of three months from the date of the 
meeting- A copy of the exisUng by-law or by-laws, 
so marked as fo show the alterations proposed to be 
made, and three copies of the proposed amendments 
signed by the officers of the society, shall be attached 
to the copy of the resolution, and 

<3> the making, alteration or abrogation of the 
by-laws IS approved and registered by the Registrar. 

In Bengal, ordinarily half the members must be 

1. The New York StaC« law requires a three fourths vote 
in the case of productive societies with capital slock, and two- 
thirds of all the members in the case of ao agricultural dairy 
or horticultural society with do capital stock 
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present, of •whom twothirds must vote for the amend* 
ment, but the Registrar may register an amendment 
passed by two*thirds of those present (even though less 
than one half of the whole) if he considers that the 
amendment is in the interest of the society and is hitely 
to meet with the approval of the general body of 
members. Bihar has a similar rule, but the Registrar 
must record his reasons in writing for believing that it 
is impossible' for the society to secure the attendance 
of half the total number of membem at a general meeting- 
Burma, in the case of non*agnculturaI societies, allows 
the by=laws to be amended by a vote of 75 per cent- 
of the members present, when one-quarter of the 
members, or 100 members whichever is less, are 
present. In the Uttar Pradesh the majority required 
IS two-thirds, but the quorum is two-thirds in societies 
with unlimited liability and one-third of the total number 
of members where the liability is limited- In amending 
its by-laws a society must strictly observe its existing 
by-laws as to general meeting, majority requited, 
previous notice, etc- It has been ruled that if any defect 
in the procedure renders the amended by-laws invalid, 
then the former by-laws must be considered in force- 
This might give rise to trouble if the amendment con¬ 
cerned the disposition of funds 

(4) Consequences of default—-it must be remembered 
that if a society desires to impose any fines or forfei¬ 
tures on members and to exact any penalty for non¬ 
payment of share instalments, etc., it must provide for 
this in Its by-laws for no fines or other punishments can 
be inflicted except by viitue of a by-law. 

In England, the provision for the inspection of boofis 
by every person having an interest m the funds ^except 
the loan and deposit account of another member) is 


J Assam says “impracticable." 
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regarded as of such importance that failure to allow 
inspection is an offence <cf. sec. 16 of this Actl. 

(d) prescribed the conditions to be com¬ 
plied with by persons applying for admis¬ 
sion or admitted as members, and provide 
for the election and admission of membeis, 
and the payment to be made and the in¬ 
terests to be acquired before the exercise of 
the right of membership 

It is an essentia! characteristic of a co-operative 
society, that it should be open to all fully qualified 
persons, therefore, a society must state clearly the terms 
of admission of members, entrance fees, minimum age, 
and other qualifications^ (see clause <q>be)ow>. The 
rules or by-laws should also make clear the terms on 
which societies may become members 

The South Africa Co-operative Agricultural Societies 
Act prescribes that onfy persons carrying on farming 
operations in (he colony shall be qualified to be 
members. 


1 In the agricuUural producers' co-opeiaiivcs in China 
all working peasants, men and women, who have reached the 
age ot 16 or other workroe people able to take part in the 
work of the co-operative (e g handicraft workers & book¬ 
keepers! and who voluntarily apply to join shall become mem¬ 
bers when their application is accepted by the general meeting 
No restrictions should be placed on admittance of poor and 
middle peasants but during the first few years former land¬ 
lords and rich peasants should not be admitted Later on 
whenever three quarters of the working peasants of the area 
base joined, these ex landlords and iicb peasants may be 
admitted to membership alter then cases are scrutinised by the 
general meeting The aged the weak, jhe orphans and widows 
who can take pan in subsidiary work should also be absorbed 
inio the CO operaln'C according to plan 

2 “It is best for the society to impose qualifications for 
membership since the resultmg homogeneity assures harmo¬ 
nious action" Herrick, p 462 According to a writer in 
"Belter Business" (Novem^r, 1920, p 9) in Serbia the mem¬ 
bers of the society must be approved by the District Judge. 
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See sections 2 <c>, 6, IZand 14 and notes tficreunder. 
As only members can hold shares, the Local Govern' 
ment can prescribe conditions relating to shareholders, 
e.gv that they must be over 18 years of age. Similarly 
as members have to be admitted, rules regarding 
admission may be framed to restrict transfer of shares ’ 

In the former Act, section 4 confined membership to 
persons above the age of 18 years but this is not 
reproduced in the present Act and the question of 
admitting minors is left to rules and by*lan s. These 
must prescribe the minimum age of members. The 
Sixth Conference considered that minors should not 
necessarily be debarred from becoming members of 
societies, hen they were heirs of deceased members 
(sec 22), usually the by-laws exclude minors, their 
admission is not illegal but is objectionable as they 
cannot incur unlimited liability, and liability could not 
be enforced against them, even on winding up vhether 
the society be limited or unlimited- Both Schulie* 
Delitzch and Raiffeisen excluded minors They could 
not be held bound by any rule of unconditional 
adherence (sec below) and generally they would be a 
source of weakness to the society. The general rule 
should be to exclude minors. 

Similar obiections apply to persons mentally disabled 
from entering into a contract and jn some Provinces 


1 "The European co-operative societies are very rigid in 
the mailer of excluding all who arc not really of them" 
They will not allow anybody to loin with any inlercst except 
the interests of the society Only persons can co-opcraie 
who have something to co-operate for that is common to 
all in the society (American Commission, Observations. Part 
I, p 20 Cf also Powell, pp 25 26) 

The All India Rural Credit Survey Commitlee has recom- 
tnended that iheie should be nght of appeal against non ad¬ 
mission of members to the Registrar. ‘There is every justi¬ 
fication for such nght of appeal if we remember the need 
to ensure that Ihe benelfits of membership are not confined 
to a small coteiie of the powerful, the influential and the 
propertied m each vUtafc" 
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persons of unsound mind are excluded. Assam, 
definitely prohibits from membership any one who is 
legally or mentally disabled or who is a bankrupt or 
against whom a conviction stands of a grave criminal 
offence- Any person found to be so disqualified shall 
be removed from the society- 

It is a strict Raiffeisen rule that a member of a society 
with unlimited liability should not be admitted into a 
second similar society <see clause <m> belou > and this 
is the rule in most Indian provinces, as ^ell as in 
Ireland, Italy and elsewhere. Bengal has a rule that no 
person who has within two years ceased to be a member 
of a society with unlimited liability can join anothei 
without the special permission of the Registrar- This 
refinement is apparently based on section 23 

The society has power to impose any stipulation 
that does not involve a direct illegality: it may impose, 
for example, the profession of a particular religion The 
society's power of rejecting candidates is absolute and 
the society need assign no reason for its action It is 
necessary that a society have power to reject without 
explanation candidates who, with all the statutory 
qualifications, seem to them to have failings of tempera* 
ment or intellect, which it would be something impossible, 
and always invidious to formulate.* 

Unconditional ad/ierence—Both the English Acts 
provide that the rules of (co-operative) societies shall 
bind the society and the members thereof, and alt 
persons claiming through them respectively, to the same 
extent, as if each member had subscribed his name and 
affixed his seal thereto, and there were in the rules 


1 Fa> Co-operatioo at Home and Abroad, 2nd Edn. 
p. 366 
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contained a covenant on the part of himself, his heirs, 
executors and administrators to conform to the rules.' 

In Germany, members must sign a declaration of 
unconditional adherence- if the Committee approve, this 
has to be registered and then he acquires membership. 
The Uttar Pradesh have a rule Every person, 
before being admitted to the membership of a society, 
shall sign a declaration that he will be bound by the 
existing by-laws of the society, and by any modification 
of, or addition to, such by-iaws that may be kgally 
effected during the period of his membership. A person, 
who IS already a member by reason of his having joined 
the application for the registration of the society, shall 
be required, under pain of expulsion if he refused, to 
sign such declaration withm one month of registration' 

The model regulations appended to the South 
African Act, contain a clause regarding unconditional 
adherence and "any society shall have the power to 
Impose fines on its members for any infringement of its 
regulations s the conditions and circumstances under 
which such fines may be imposed and the amount 


. ^ , Powell, p 29 ‘Ii IS fundamental that Ihe mem- 

cers ot a farmer’s co-opcraiive organisaiion be held together by 
a contract or agreemcol, or 6y binding provision in the by¬ 
laws to be signed by every member The success of ibe 
co-operaUve movement depends, in the final analysis, on the 
steadfastness and co-operauon of Ihe members Their support 
must be in the nature of a strong conviction that the co- 
oj^rative principle as a business system is right and this faiih 
and loyalty must be large enough to hold them tcgeiher m 
tile lace of temporary adversity, or of the insidious efforts 
01 the opponents of the to operabve method to disrupt the 
system As a business precaution, a contract or agreement 
between the association and its members is essential to the 
development of a stable co-opeiaiive enterprise Unless 
otherwise provided the agree m e n t should give tne association 
the exclusive right to handle the products of ils members, or 
exclusively to supervise or execute or regulate such functions 
for the members as it is orcantsed to periorm The mem¬ 
bership agreement is the foundation stone on which tbe 
stability of a farmer's co-operative business association h 
reared. 
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thereof, shall be presctibed by the tegulations of the 
society."' 

Full disclosure of existing debts ought to be regarded 
as necessary preliminary to admission- The Govern* 
mentof India lemarkcd that until a member has been 
freed from outside debts, a society is not performing its 
full functions but it is a counsel of perfection to expect 
that no one shall be admitted as a member unless and 
until his outside debts have been paid off There are, of 
course, extreme cases in which a man is so indebted 
that there is no hope of his debts ever being cleared off 
and in such a case the proper course is to refuse h im 
admission to the society. 

It may, perhaps, be unnecessary to point out that the 
unlimited liability of such a man is of no value. 

Ascertainment of debts of members*—The suggestion 
that societies should be given power to cal! upon credi* 
tors to state their claims against members within a spe* 
cified penod and chat claims not filed within this period 
should be deemed to have been met (cf Court of Wards 
Acts) has been debated for a long lime. Modern opinion 
favours the view that a society should not make such a 
demand unless it is prepared to guarantee repayment 
and IS not prepared to recommend that such power be 
given. 


1 In the model by )j»ys of a co-operaiivc processing 
society It has been provided that every producer member shall 
be bound to supply or sei. his produce oi such portion of 
it as may be required by the soaety foi processing either 
directly or through a member society of which he is a 
member He may be expelled if he deceives the society in 
any way or fails to carry out his obligation to it 

2 Under sec 44(1) of the Bengal Act when a member 

of a credit society applies for a loan or when a member 

applies for membership of such a society, the society may 

require any creditor named m the applicaUoti to furnish a 

tvniien statement of his claim Similar provision has been 
made in sec 51 of the Onssa Co-operative Societies Act of 
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Women ate not usually excluded by any rules or by» 
laws but the unlimited liability of a woman, especially a 
married woman or a widow under customary law, is of 
doubtful value and societies should be cautious in admit* 
ting them. There seems to be no objection in the case 
of a limited liability society with fully paid*up shares ‘ 

It ought to be perfectly clear that in the principles of 
co®operation there is nothing whatever opposed to the 
admission of women as members. The objection arises 
from the general custom or law. 

A Joint-Stock Company m Bengal is prohibited by 
rule from being a member of a registered society, with* 
out the permission of the Registrar.* 

This should be geneial. It cannot have a proxy and 
cannot attend a general meeting. 

Reion to money-lenders should not be prohibited, 
but It should be laid down that the Committee must be 
duly informed on every occasion when loans are taken 
from sources outside the society. A member who be* 


1 Tile Hindu Succeision Act of 1956 has given for die 
first tune, to Hindu women a share in paternal property 
absolute interest in such property wiH vest m them 
property ot a Hindu who dies intestate will now be divw« 
equally beiween his widow and his sons and daughters m 
Mitaksbara governed families the Act provides that on iDe 
death of a male member of the joint family his interest me' 
rein will develop on all heirs, tn^e or female, who 

have been entitled to succeed to his share if the property tiea 
been partitioned itnmedialely before his death Thus 
will have no difficulty in joining societies with unlupiieu 
liability ... , 

2 In Madras State temples, tails, hospitals, and bosiei 
as well as schools have been allowed to join co-operaii'® 
stores as members ‘The memoei hio of the Madras 
loom Weavers' Society is open not only to co-operatives bu 
also to institutions interested in the handloo.n industry an 
firms engaged in the production, distnbution or sale of 
malenals required by hanAoom weavers*' fW.atagopalan P 

U P Rule 35 provides that except with the previous 
of the Registrar no joint slock company shall be a mem 
of a co-operative society 
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comes heavily indebted to moneylenders reduces the 
value of his unlimited liability to the society: 

(e) regulate the manneT in which funds 
may be raised by means of shares or deben¬ 
tures or otherwise. 

Sftflres—The Act itself is silent on the subject whe= 
ther shares are necessary or not in a credit society- In 
co-operative laws, it is usual to find regulations relating 
to the maximum and minimum amount of share^capital, 
the value of a share, when shares may be issued, limits 
on individual holdings, and restrictions on transfer- In 
most co-operative societies shares are not necessary but 
are useful as representing a paid»up part of the members' 
liability which inspires confidence in outsiders The 
German Act now insists on shares but only requires 
one*tenth to be paid up, and as it fixes no trunimum, 
many societies adopt a ten-anna share with one anna 
paid up. Raiffeisen regarded shares as unnecessary and 
as leading to a desire for high dividends: and experience 
has not found him at fault But where shares are 
paid in iiiscalments spread over a period of years 
they serve to promote thrift. In such cases it may 
sometimes be advisable to mamtam the encouragement 
to thrift by raising the value of the shares as the society 
grows older- In Belgium shares are compulsory, so 
also in Italy. 

In the share system generally m the Punjab and 
other provinces the cumulative effect of small con« 
tribulions to share*capjtaJ, spread over ten years, is 
lemarkable and it disproves the opinions of Raiffeisen 
and Wolff, that these do not add apreciably to the secu« 
rity of the bank. In Burma , where most of the capital 
Mas provided by deposits of European non-members, the 
withdrawal of these deposits involved the movement in 
difficulties The Russian law forbids societies, without 
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share*capiial, to receive deposits from outside sources. 
The result was that the Racffdsen societes practically 
all disappeared as soon as they were, by this means, 
deprived of their mam source of outside capital. The 
members themselves were too poor to make deposits m 
sufficient volume for their operations. Consequently 
the peasantry were left without a credit system of their 
own.‘ Where the societies insisted on the formation 
of a share-capital, even when paid up in several annual 
instalments, it was found that they attracted only a 
minority of the agricultural population, and remained 
inaccessible to the great mass of the peasants.* Duper> 
nex included the absence of any paid*up capital as 
one of the essential attributes of a village bank,* hut 
some laws, as that of Belgium, require all co.»operative 
societies to have a capital. In some cases, sbare«capital 
Is essential where liability IS limited, and not when it is 
unlimited. 

A share is an mtercsi in the society measuted by 
a sum of money: it denotes both rights and liabilities* 
The right to a dividend is too readily recognised and m 
co-operative societies, this right should be rigorously 
restricted to a fair interest on capital- Its liability to 
serve as security for outsiders' claim is less readily 
appreciated. The share itself is moveable property 
belonging to the share-holder and transferable by him 
subject to the restrictions imposed by the Act, rules, 
and by-laws. The money value of the share, however, 


1. Hernck, p 3^ . j tr, 

2 American Evidence Russia, p 237 II is rather dmi- 
cuit to believe Ihis A similir charfis has ocen made by oon- 
co-operators against the Punjab system, in spite ot the 
that village menials freely join some soCTeties There must 
be something very wrong with a man who cannot save on< 
rupee a year 

3 Peoples' Panks for Northern India, pp I7I-172 



S. 43.] 


RULES 


271 


belongs to the society. The price which the share¬ 
holder paid is not his. Obviously he cannot have 
both the share and its price. The sum paid up forms 
the society's capita!, it forms a guarantee for depositors, 
as it is the immediate security for debts. It accordingly 
cannot be reduced without warning to the creditors. 
The value of shares cannot be reduced except by recon® 
struction involving provision for all existing debts (as 
in liquidation). Similarly sums paid up on shares 
should not be repaid while membership lasts except 
from a special Share Transfer Fund built up from un® 
distributed profits. Where shares represent the sole 
liability <as m limited liability societies), they must not 
be withdrawable. They belong to the society and its 
creditors and no member has any right to reduce 
the security offered to the creditors. It would be well if 
the rules rendered all shares in limited liability societies 
non-withdrawable so long as there were any deposits 
or claims payable to non-members In England, the 
Act prohibits withdrawable shares in limited liability 
credit societies. 

One objection to share®capital in village banks used 
to be the tendency to impose on new members the con¬ 
dition of paying up all arrears with interest ^ This is 
now obviated by a by*Jaw permitting new members to 
pay up shares in ten annual instalments from the date 
of admission. 

Reserve —Capital may be built up from profits. 
The Committee on Co-operation (para 43> were of 
opinion that the prime obfect of every society should 
be to acquire a permanent capital of its own as speedily 


I Cf Herrick, p 350 ‘In Luzatti societies, the value of 
the share, and the size of the entraoce fee for new merobers 
IS determined each >ear and depends upon the amount of 
paid m capital and reserves the larger and older banks as a 
rule being the more expensive to join” 
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as possible. The best method is to arrange for a wide 
margin between the rates of Interest at which societies 
borrow and lend, thus securing a substantial annual 
profit (apparently surplus was intended) to be carried 
to reset ve. They saw fio objection to arriving at an 
accumulation of owned capital by the route of a share 
system rather than by that of a reserve fund, provided 
that shares are not made an excuse for dividend hunt¬ 
ing- They did not recommend shares exceeding Rs 50 
as these might deter the poorer people from joining. 

Deposits .—Besides shares and surplus inieresf, a 
society may raise funds from deposits (or loans) from 
members and non*mcmbers'. Members have a right to 
6eposit thek swpius money at interest with thesoatty, 
in so far as the means for the employment of the same 
exists and a Local Government could not issue a 
rule prohibiting say, savings deposits, on the ground 
that the societies were competing with the Post Office 
Savings Banks. The Madras Act, however, <sec. 33) 
appears to give the Local Government power to make 
rules regulating the receipt of deposits from members 
The House of Lords Committee thought there irnght be 
a risk in credit societies tempting depositors by offering 
interest m excess of what is given by the Savings 
Banks which would be more than the society could 
properly earn but as Mf. Wolff, pointed out, as the 
societies found more lucrative employment for their 
money than the Post office, they could allow a little 
more. One member of the Committee seemed inclined 
to favour a rule limiting interest on deposits to the Post 


I Subject to seciion 30 
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office rate.^ The Raiffeisen model articles provide 
for this right which entails upon the society the duty of 
giving preference to deposits from members over 
those from non^members (see notes to Preamble^Promo* 
tion of Thrift, secs 4, 12 and 30). The Post Office 
Savings Banks are frequently mentioned in literature 
tinder this head. Mr. Strickland found that in Holland, 
a Royal Commission m 1906 recommended that the 
funds of these Banks be placed at the disposal of 
co*operative banks, but the surplus of deposits has 
removed the need / also that m Belgium, a law of 
1894 made the funds of these Savings Banks available 
for rural co-operative credit societies, through the 
guarantee of a Central Bank- Mr. Rothfeld writes that 
■under the ne-w French law all kinds of agricultural co¬ 
operative societies whether credit or non-ciedit, can 
obtain long-term loans from Govemmcni funds- All 
credit societies can open current accounts provided 
they have fluid resources equal to the total of iheir 
current deposits. 

Bombay has a rule ■ Agricultural credit societies 
shall not accept deposits which are not fixed for a period 
of at least two months, except savings deposits in such 
societies as have made in their by-laws provision for the 
encouragement of thrift among their members by the 
opening of savings accounts. 

Members' deposit accounts should be kept con¬ 
fidential. The Committee on Co-operation write that 
as the bank's declared object is quite as much to 


1 This competition for savings deposits is not confined 
to any one country. Agriculture needs capital which joint- 
scoclc banks are not well suited to provide Sir Horace Plu¬ 
nkett and writers in other countries urge that the savings of 
agriculturists should be made available for agriculturists and 
not taken away to the towns The argument is unanswerable 
hut the eovernment cannot dispense with the help of the 
Post Office Savings, 

18 
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promote thrift as to facilitate credit, the main source of 
cash should be savings deposits (ofmembers)/ these 
make the bank independentandalsoattract the interest 
of the depositors to the employment of their deposits 
It should be the aim of primary societies to get as much 
in the way of local deposits as they can.‘ Deposic 
should be strictly confined to nten with local interests- 
In order to tempt members to deposit it is Justifiable to 
offer slightly higher rates on their deposits than on those 
of non*memhers, the maximum being tbe rate charged 
by the society on its loans (Reports, paras 48 and 49)’- 
Apparently no rule could be framed restricting deposits 
from members* and it is doubtful if a Local Govern® 
ment could frame a rule restricting deposits from non® 
members if the by-laws permitted this without fcstric" 
tion. But see the Madras Act (section 33) which 
confers such power on the Local Government (cf- 
notes to section 30 ante). Ordinarily, of course, the 
difficulty arising from the alternative offered by sectioti 


1 Loral deposits possess a moral element which 
from a Central Bank do noi have, see for msUnce Better 
Business. Fcbniarj, 1917 —The members of a credit society 
OK more likel) to underslaod the binding nature of a loan, 
when It IS to their own neighbours than to an impersonal 
instituiion The Madras Commiliee recommended that 
pnmary societies all possible steps should be be taken to en¬ 
courage local deposits m pnmar) societies Local deposits 
are governed b> knowledge of the working of a sociel), 
pressure to pay at inconvenient times is unlikely Deposits 
itom outside the loral.iy should be discouraged 

2 The Committee on Rural Credit in Ireland found that 
security is much more inllueitial than the rate of interest m 
attracting deposits li is worth noting that the Insh Joint 
stoct Banks in agreeing to allow overdrafts at 4 per cent, 
stipulated that the local credit societies should not take de¬ 
posits (cf Pratt Small Holders p 169) But the writers of 
Rural Reconstruction in Ireland say (p 141) —It is to the 
credit of these banks that they soon realised that there was 
little or rio competition threatened, and that the credit soci¬ 
eties would actually help them by borrowing money 
comparatively large sums and taking charge of the dangerous 
and tedious task of distributing it in very small loans 

3 But Assam has issued such a rule 
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30 (rules or by-laws) would be met by the Registrar 
refusing to register a by-law that was not in conformity 
with the rules. Central Banks depend largely upon 
deposits from non-members. The present practice is 
embodied in the following rule of one province :—^All 
Co-operative Central Banks and Urban Societies with 
limited liability which accept deposits from non mem¬ 
bers shall make provision foi fluid resources in such 
manner and according to such standard as may from 
time to time be prescribed by the Registrar tn each in¬ 
dividual case. In the Uttar Pradesh the scale of fluid 
resource is rigidly fixed by rule. Madras requires the 
standard to be prescribed by Government.* 

In the Central Provinces the present practice is to 
disallow absolutely the acceptance of deposits from 
non»members, until the Registrar accords sanction. 

Opinion seems to be unanimous that m the ordinary 
village credit society current accounts should be forbi« 
dden. In Urban bank? they may be allowed under suit* 
able safeguards. Some Central Banks accept current 
accounts' the Madras Committee found that they earn 
little or no profit on these transactions and run consi¬ 
derable risk m taking large sums at considerable rates 
of interest. Further, they proceed, the maintenance 
of current accounts requires a knowledge of the law and 


1 Bengal Rule 69 lays down that a credit society, if so 
required by the Registrar, shall keep a minimum liquid cover 
against deposits held by it according to the following scale* 
(1) 25 per cent of the amount held m fixed deposits repayable 
wilhm ensuing six months (2> 33 per cent of the amount 
held m savings deposits (3) 60 per cent of the amount held 
m current account 

In June 1952 the Reserve Bank of India laid down the 
followmg standard of fluid resources for CoMjperative banks 
(1) 40 per cent of deposits at call or on current account and 
cash credits and overdrafts sanctioned but not drawn (2) 25 
per cent of savings deposits (3) 25 per cent of fixed deposits 
maturing within next 3 months (4) 12k per cent of fixed 
deposits maturing after next 3 months but within next 6 

months 
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practice relating to cfictiues, etc., which neither the 
Central Banks nor the department usually command- 
Maximum liability —Cf- notes to sections 4 and 30- 
Most Provinces have a rule: Every society of unlimited 
liability shall from time to time fix in general meeting' the 
maximum liability It may incur in loans from non-mem¬ 
bers. The maximum so fixed, shall be subject to the 
sanction of the Registrar/ who may reduce it. <Bombay 
adds .—^For reasons lobe communicated by him to the 
society in writing, and may prescribe a period, not be¬ 
ing less than four months, within which the society shall 
comply with his orders)- No such society may receive 
any loan from non-members which will make its total 
liabilities to non-members exceed the limit sanctioned 
by the Registrar-* 


1. Cf CommKtM's Report, paras 52 and 59, 
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The 1926 Conference of Registrars refused to go 
further than this.* 

Bombay has a rule -—No society with limited Jiabdity 
shall incur total liabilities exceeding eight times the total 
of its paid-up capital and its accumulated reserve fund. 
In Bengal and Madras the limit is ten times the sum of 
the share capital and the reserve fund for the time being. 
In Madras the Committee opposed any further increase- 
The Madras Provincial Bank, however may borrow up 
to twelve times the sum of its capital plus reserve. 


1. Madras Rule 8 permiis borrowings Jjom non-members 
provided the amount borrowed Irom such persons and insti¬ 
tutions together with the amount borrowed from members 
does not exceed the limit fixed by the Registrar for the society 
or for the class of society to which it belongs Bengal allows 
a Land Mortgage Sank to incur liabiliiies by floating deben¬ 
tures, accepting deposits upto 20 times the value of paid up 
share capital and reserve fund 

Section 33 ot the Bengal Act provides that the Govern¬ 
ment shall guarantee the principal and mterest on debentures 
issued by a co-operative soaety which is permitted to issue 
debentures and these wiU be included among the secunties 
enumerated in Sec 20 o' ifas lo'tnn Trusts Act Ine Govern¬ 
ment shall appoint the Registrar or some other person to be the 
Trustee for the purpose of securing ibe fulfilment of the obli¬ 
gations of the society to the holders of the debentures The 
assets of the society mcluding any mortgages it holds shall 
vest in the Trustee and the holders of the debentures shall 
have a floating charge on all such assets Similar provision 
for the issue of debentures has been nuKle under the Madras 
Co-operative Land Mortgage Act of 1934 

The Madras Covernment have undertaken not only to 
guarantee principal and interest on debentures but also to 
provide interim accomodation to the Central L M Bank In 
1948 the Reserve Bank adopted a policv of contributing to 
the debentures to make up for the diort fall in public subscrip¬ 
tions and in 1953 the Government of India agreed to purchase 
these debentures along with the Reserve Bank upto 20 per 
cent of the issue under the Joint Purdiase srfieme This was 
discontinued in 1956 The Reserve Bank Act has recently 
been amended providing for the establishment of a National 
Agricufturaf Credit {tong Term Operations) Fund which can 
be utilised also for subscnplion to the debentures of and 
making loans to the Central Land Mortgage Banks The sixth 
meeting of the Standing Advisory Committee on Agricultural 
Credit of the Reserve Bank recommended in 1957 that the 
shorMemi credit requirements ot the Central Land Xfortgage 
Banks should be met by the Stale Government or the Slate 
apex banks under Government guarantee 
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Nowadays, wider experience and a'better knowledge 
of the principles of sound credit justify elasticity in well 
managed banks. Where there is a low maximum divi¬ 
dend, the outside liabilities may be 10, or even 12 times 
the owned capital (paid up share-capital plus reserves 
of all kinds). 

Burma makes societies fix the maximum indebtedness 
to members as well as to non-members. In Madras the 
by-laws of all primary societies lay down that the ' 
maximum borrowing power may not exceed a certain 
figure, which is, as a rule, not more than one-eighth of 
the total assets in land and cattle of all its members.' 

The Poona Conference <1916> resolved that the 
credit of a society should be assessed under two heads: 
<1> for current agricultural needs of its members, and 
<2> other purposes. The Burma Committee urged that 
the financing bank should be placed in a position to 
distinguish between the loan required for normal crop 
requirements of societies and loans for other purposes 
such as redemption of old debt and so be able to restrict 
its lending to the former purpose. 

Under the former Act the Local Government could 
make rules providing for the rate at which interest may 
be paid on deposits. This provison has been omitted 
but a rule might still be framed requiring preference to 
be given to deposits from members or <in the case of a 
Central Bank) from member-societies 

1 in 1946 when (be co*<^ra(rve $o^.leUes in Madras State 
were entrusted with the procurement and distribution of food- 
grams the Madras State Co-operative Bank and other Central 
banks were permitted to borrow upto twenty times of their 
paid up share capital and reserve fund “A co-operative marke¬ 
ting society IS allowed to borrow in excess of its maximum 
credit limit, provided the excess borrowings are covered by 
the pledge of agricultural produce placed in the effective cus¬ 
tody of the financing bank Likewise the Madras State "ca¬ 
vers' co-operative society is allowed to bctiow in 
lU credit limit of ten times its owned capital for the purchase 
of yarn The total sum so borrowed is restricted to the value 
of yarn and the finished goods in the custody of the society 
in Its own godowns and empona” (Rajagopatan p 86; 
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(I) provide for general meetings of the 
members and for the procedure at such 
meetings and the powers to be exercised 
by such meetings; 

See notes to sections 12 ond 13. Burma adds the 


resolutions to be passed at meeting. 

The rights ^Phich belong to members with regard to 

the affairs of the sociew are ™d at the general 
nteetins by resointion of the members present (Gc man 
Act). There must be by-laws providing tor the holding 

of meetings and as the by-laws must be made m good 

faith, they must provide for a meeting at least once a 
year. Unless the by-laws provide for sufficient meetings 
to enable the business of the society to be effectively 
carried on, the Registrar should not allow it to be 
registered. The business transacted should be only 
such as directly and immediately relates to its^ o jews 
as declared in the registered rules lest any suspicion e 


aroused as to what takes place- 

The Bombay Act requires an annual general meet¬ 
ing and provides for special general meetings on the 
requisition of a majority of the Committee, or one* t 
of the members or of the Registrar <see sections 12, 1 


and Appendix). 

The Madras Act (secti n 15) say The Committee 
may at any time call a general meeting of the society 
and shall call such a meeting within one month after 
receipt of a requisition in writing from the Registrar or 
from a financing bank to which the society is indebted 
or from such number of members or proportion of the 
total number of members as may be specified in the by* 
laws of the society. If a general meeting is not 
in accordance with such requisition, the Registrar shall 
have power to call a general meeting of the society 
himself. It is an offence if any person wilfully or with- 
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out any reasonable excuse disobeys any such requisi* 
lion. 

The ruks or by-laws should— 

(1> fix a quorum: one member cannot form a 
meeting and a general meeting must not be 
merely a Committee meeting under another 
name: 

(2!. require so many days' notice of the place, 
day and hour of the meeting and business to 
be conducted: 

(3) prescribe a chairman and a rule foi electing a 
temporary one in his absence: 

(4) prescribe rules for voting, including the cast¬ 
ing vote of the chairman (cf notes to sec. 13V 

(5) contain regulations for proxies of member* 
societies, eg, requiring proxies to be deposi¬ 
ted before (he meeting / 

(6) prescribe the business to be placed before a 
general oc a special meeting, for instance,* 

(a) annual accounts and balance-sheet / 

(b) dividend, 

(c) report of Committee and auditors / 

<d) election of Committee, 

(e) total amount of loans and deposits which 
may be accepted, 

(0 limits to be observed in the granting of 
loans to members: 

(7) arrange for adjournments, if quorum not pre¬ 
sent, and subsequent meeting to be held whe¬ 
ther quorum be present or not: 


I. Bengal Rules 16 to 26 lav down detailed procedure for 
the holding of general meetings In ihe case of large societiw 
with a membership of 3.000 or more Ihe meeling may be 

attended by representatives of different a- ^ 

shall be elected for every fifty members 
have one vote 
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(8) provide for a record of all proceedings and 
their signature by the Chairman : 

(9) provide for ihe summoning of general meet¬ 
ings on the requisition of a prescribed number 
of members. 

At present no Province has issued complete rules but 
has left these matters to be dealt with in the bylaws. 
It is usually prescribed that the balance-sheet should be 
laid before a general meeting once a year, and that the 
Registrar or any person authorised by him may at any 
time Summon a special general meeting, and specify 
what matters shat! be discussed at it Such a meeting 
is, by rule, to have alt the powers of a meeting called 
according to the by-Javrs- The Uttar Pradesh has a 
cute: — 

"Provided that if the requisite quorum cannot be ob¬ 
tained at a meeting of a limited liability society, the 
Registrar may direct the Secretary to call another meet¬ 
ing and at the same time to inform the members in writ¬ 
ing that if a quorum of one«ibird of the total number of 
members is not present another meeting will be called at 
which the required quorum will be reduced to one-fifth." 

In Italy the law requires that members shall person¬ 
ally attend whenever possible' and it is generally pro¬ 
vided by the articles of societies that members failing to 
attend a general meeting without reasonable excuse are 
liable to be fined* and m some English and Indian 
societies there is a similar rule. Attendance may be 
stimulated by forbidding proxies and by requiring a 
fairly high proportion of members to be present before a 
dividend can be declared. 

By an amendment of the German Co-operative Law 
in 1922, all societies with 10,000 members must, and 
societies wjth 3,000 members may, hold their general 

J. Monographs II, p. 130. 

2. Nicholson. 
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meetings by convoking representatives of areas or sec¬ 
tions, instead of individual memliefs in person.^ 

(g) provide for the appointment, sus¬ 
pension, and removal of the member of the 
Committee and other officers, and for the 
procedure at meetings of the Conmittee, 
and for the jjowers to be exercised and the 
duties to be performed by the Committee 
and other officers ; 

Tfie Act does not provide for a Managing Com¬ 
mittee* so that unless Local Governments issue a rule, 
one is not legally necessary- However, the existence 
of one IS presumed (cf definition sec 2 (b) and the re¬ 
ference in sec 22). In societies which are not incorpora¬ 
ted 'sec. 18) there must be trustees (as in Friendly 
Societies Act) or a Committee (as in German Act) to 
represent the society legally. In Germany, the society 
obtains rights and accepts obligations through all legal 
transactions completed in its name by the Committee. 
In Germany, also there must be a Board of Supervision, 
whose consent is necessary for any loan granted to a 
member of the Committee of Management. 

Professor Marshall writes that while control by a 
Committee chosen from amongst the members them¬ 
selves IS undoubtedly a great attraction, possesses con¬ 
siderable educational merit and affords a valuable practi- 


1 Cf Dr Theodor Cassan Consumers Co-operative 
Movement in Germany Bengal Rules 25 to 27 provide for 
general meeiirg by delegates 

2 Most other Acts do Cf New York Stale law which pro¬ 
vides that, ID productive socKlie* there shall be a board of 
not less than fi'e directors The directors shall be elected 
by and from the shareholders The officers shall be a 
president, one or more sice presidents, a sewetary and a tre^ 
surer, who ^ha11 be elected annually by the direeion. and 
each of whom must be a director In agricultural societies 
the secretary and treasurer may be non-members 
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cal training, it imposes a limit to the progress of the 
movement into the more intricate realms of business 
enterprise- An army commanded by a Committee 
has seldom given a good account of itself and many 
■decisions in the course of business require the prompt 
action of an expert. It loo often happens that a Com¬ 
mittee man vacates office to make way for another, in 
accordance with democratic principle, just when he is 
beginning to get an expert grasp of its work * The idea 
of central banks being controlled by Committees repre¬ 
senting borrowing societies is disliked by commercial 
bankers. The Madras Committee recommended caution 
in the elimination of individual shareholders and that 
members should be coopted to the Committee who have 
special knowledge which may prove useful’ such co¬ 
opted members would have no votes Under the new 
Act the Madras Government may frame rules prescrib¬ 
ing tn the case of a financing bank <i> the proportion of 
Individual members to society members In the constitu¬ 
tion of Its general body or of its Committee, and (ii) the 
maximum number of members of its Committee. 

The Committee must consist of not less than two 
members: where a rejstered society is a member, it 
may elect a member to the Committee ofthelaiger 
society. 

The Committee on Co-operation did not advocate 
supervisory Committees as a suitable feature in the 
vast majority of agricultural societies. In urban areas 
where the personnel with the requisite qualification is 
more freely available, they considered such Committees 
might be more successful Undoubtedly such supervi¬ 
sory Boards are advisable if men can be obtained for 
them. In Germany, the ntamcenance of this Board at full 
strength is considered so important that Directors and 


1. Marshall, Industry and Trade, Bk. II, Ch VIL. 
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memters of the Comtnittee may be fined for default. 
The mam point, however, as the Committee on Co¬ 
operation point out, is that the Managing Committee 
should work as a Committee, that it should do its work 
regularly and as a whole and not hand over its respon' 
slbilities to one or two active men. It is also importanr 
that it should not be placed beyond the control of the 
general meeting.^ 

Election of a Committee is usually by nomination 
and open vote in general meetings and the Bengal rules 
prescribe this , but the English Conference in 1903 
advocated the use of the ballot as the system of open 


]. In many countries the annual general meeting elects 
in addition to the committee of management special super¬ 
visory Dodies eg a Commniee of Audiiors for the inspec¬ 
tion of the accounts of the soaety; a committee of Super¬ 
vision which wiK satisfy ilsejf that the decisions of the 

general meeting are being earned out Both these bodies 
are independent of the committee of management. The fea¬ 
tures which typify the structure and procedures of this ad¬ 

ministrative organisation are “first the unlimited powers are 
vested in the general meeting and secondly the precise and 
balanced division of responsibililies between the executive 
bodies and the controlling bodies—^a division which leaves the 
executive a wide freedom of action subiect to a vigilant con¬ 
trol which gives aid or registers disapproval, but without un¬ 
due interference" 

(I L O • The Co operative Movement and Present Day 

Problems. Studies and Reports, senes H no 5 p 165) 

The model by-laws of a large sized primary credit society 
provide that the eommillee of management may set up m 
each village a supervisory committee consisting of five mem¬ 
bers including the director reprcvnting the village on the 
committee of managemeni for (a) recommending loan appli¬ 
cations from members (b) acting as a supervisory body m 
the village with a view lo ensure the proper utilisation of 
the loan and repayment in time (c) advi'ing the members on 
improved agricultural practices and assisting in the timely 
despatch of produce to the marketing society 

The by-laws of an iodastrial productive co-operative 
society provide that the genera] body 'hall elect a supervi¬ 
sory committee whose doty will be to examine ail books or 
accounts and verify cash and other property and submit at 
the end of the year a report to the general bodv on _lhe 
financial position and working of the society with suggestions 
for improvement 
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voting was not calculated to promote wide selection, 
representative appointments and free choice (Webb). 

It is a mistake to assume that in an association for¬ 
med on a democratic basis, all members will take an 
equal share in the management and that therefore the 
personnel of the Committee should be frequently chan¬ 
ged. AH members should have equal opportunity to 
serve, and the members of the Committee should regu¬ 
larly come before a genera! meeting for re-election or 
replacement. Co-operation depends for its success on 
leadership and it would hardly be an exaggeration to 
say that every outstanding success has been due to 
some man of striking character.^ The Committee 
should, of course, be chosen from amongst the mem¬ 
bers* even if this involves admitting to membership 
some who have not the same Interests as the general 
body. In Ireland, for instance, it is usual to try to get 
some persons of more education than the average faimers 
and generally speaking, the Protestant or the Catholic 
clergymen, or the doctor, or national school teacher 
are members of the Committee.* Mr. Wolff does not 
favour a general election of the whole Committee at 


1. Every society must look to ihe mote energelic, reliable 
and experienced of us members to play a leadins part in 
conducting its affairs The provision of one man one vote, 
so far from hindering those of outstai.dmg character from 
coming to the top, is likely to help them to do so, for it 
removes the likelihood of directors and officers being elected 
by a favoured few for interested motives It is probable 
that in a good Co-operative Society, the president and com¬ 
mittee are almost always those who have commended them¬ 
selves to their fellow-mcmbeR bj tbe«r outstanding character 
• Practically all conspicuous successes are to be associated 
With the work of one or two men (Smith Gordon, Co-opca- 
lion for Fanners, p. 17) 

2 In Italy, as the law aims at facilitating the exchange 
of mutual services between the society and its members, it 
requmes that the officials be selected from among the mem¬ 
bers (Monographs, 11, p 129) In India the by-laws provide 
lor this. 

3 Cf evidence of G Russell before House of Lords 
Committee. 
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the same time, but prefers partial renewals of the mem¬ 
bers so as to obviate the possible prospect of an en¬ 
tirely new set coming in.‘ 

Disqualifications are usually the following 

(1) being under the age of 21 years / or 

(2) holding office or place of profit under the 
society / or 

(3) holding less than a specified number of shares 
or having been a member less than a specified 
time / or 

(4) ha%’ing relatives employed by the society / or 

(5) being adjudged insolvent / or 

(6> being found lunatic or becoming of unsound 
mind / or 

(7) being concerned or participating tn the pro¬ 
fits of any contract with the society / or 


1. Is Madras tb« proportion of tht indmdual members 
to societ} members on Ibe CoraiuKiee of a finaectng bank, 
and the maximum strength of ibe Cemnutue shaJI be fixed 
by the Registrar An individual member sbalJ not be eligible 
for appointment as a member of ibe Committee unless be 
holds sudi number of sbares in sucb bank or has invested in 
such bank in fixed deposits such nnnimum amount as ma> 
be fixed by Registrar (Rule 2€) 

The by-laws of the re organised Central Banks in Bibar 
(1957) Jay down that ibe Board of Directors shall consist of 
H persons besides an cx-officio Chairman Of these two shall 
be nominated by the Registrar, two shall be representatives of 
individual members and seven shall be representatives of 
affiliated societies An individual member shall not be eli¬ 
gible for election if be does not hold at least two fully paid 
up shares and if an order of surcharge has been passed 
against him, provided that be may stand for election, after 
two years of passing of the order of surcharge, if he has paid 
up tile full amount of sorcharce The Subdivisionil Officer 
or the Collector shall be cx-oflicio Oiaiiman but a Director 
may with the previous approval of the Registrar be elected 
as Chairman 
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(8) being punished ■with imprisonment for a term 
exceeding six months ,• or' 

<9) <in stores societies) failing to purchase a 
specified amount of goods from the society. 

The South Afiican Act says, a director shall vacate 
his office if he absents himself from four consecutive 
meetings of the board without its leave. 

Illiteracy cannot be a disqualification under present 
circumstances although complaint has been made that 
"not infrequently illiterafes are chosen as Committee 
men, a thing which should be absolutely piobibited." 

If a member carries on any business similar to that 
of the society, he is usually held to be disquahhcd / for 
instance, a man who does money-lending for his oipn 
benefit, should never be made a member of the Com* 
mlttee of a credit society * In Bengal, in industrial 
societies composed solely of artisans or workmen, a 
member in receipt of a salary from the society may, 
with the approval of the Registrar, be a member of the 
Managing Committee. 

Removal of a member of the Committee may be 


1. Madras Rule 27 lay» down furthei disqualifications — 
(a) a member who has been sentenced for any offence other 
than offence of a political nature or an offence involving 
moral delinquency provided that this disqualification shall not 
apply where more than five years have elapsed from the date 
of expiration of such sentence (b) who has been expelled from 
a society provided that ih» disqualification shall not apply 
where more than two years have elapsed from the date of 
such expulsion 

Under Bengal Rule 31 no duector who has held office for 
three or more consecutive years shall be eligible for re- 
election for two years from the date of hi' retirement without 
the previous permission of the Registrar 

2. The model by-laws of a pnroary marketing co-opera¬ 
tive society provide that merthants, traders and commission 
agents, who are engaged in business m agncuUural produce 
and have dealings with the sooetv may also be admitted as 
nominal members and shall be allotted “C" class shares, with 
no right to vote or participate in the management or share 
in the dividend or bonus 
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•effected for any of the reasons disqualifying him from 
election and also— 

(1) for becoming of unsound mind ,• 

<2) for being adjudged insolvent / 

<3) for being imprisoned / and 
(4) for fading to attend a sufficient number of 
meetings. 

The Madras Committee considered that every 
possible step should be taken to protect members of 
primary societies and others from losses caused by 
misfeasance, and that, m all cases where proof is forth® 
coming, proper punishment should be inflicted. It would 
seem to follow from this that a member of the Com¬ 
mittee should be removcable for embezzlement even if 
he is not convicted- The new Madras Act (section 49) 
empowers the Registrar under certain conditions to or* 
der a member of the Committee or officer to repay or 
restore to the society any money or property misap¬ 
propriated or fraudulently retained or embezzled, 

Powers of Commtuee consist usually in the exercise 
of all powers of the society except those reserved for a 
general meeting subject to any regulations or restrictions 
duly laid down by the society and its bylaws, The 
Committee derives its power from the society and is 
bound by the Act, rules and by-laws. It cannot dele¬ 
gate powers to anyone unless specially authorised to do 
so by general meeting or by laws. It cannot exercise 
any powers except those delegated to it and only to the 
extent authorised. 

Duties of the Committee— 

(1) To observe in all their transactions the Acts, 
rules and by-laws: 

(2) to maintain true accounts of money received 
and expended/ and 

(3) accounts of the assets and Iiabiliiiesofthc 
society/ 



S.43.] 


KULES 


289 


<4> to facilitate the inspection of books by those 
authorised to see them <cf- secs. 16,17, <3»/ 

<5> to prepare and present to the general meeting 
a profit and loss account annually, 

<6> in credit societies, to watch that loans are 
applied to the purpose approved, 

<7) to maintain a register of members up to date, 
<8> to call a general meeting on the demand of 
the number of members prescribed for this 
purpose in the by.=laws or rules.' 

The Committee is bound to observe the limitations 
imposed by the by-laws or by the resolutions of the 
general meeting as to the extent of their authority to 
represent the society. As regards third parties the 
society appears to be bound by the acts of the 
Committee, but it may sue them for loss (German Act). 
Thus In Germany members of the Committee may be 
fined for carrying on business outside the obiectsofthe 


1 In Austria a heavy penalty is imposed for failure to 
convene such a meetms In Madras now it is offence to omit 
to call a general meeting when legally required to do so. 


19 
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society.' In France the members of the Committee 
are personally responsible in case of breach of the 
provisions of the law or of the by-laws for any damage 
resulting from such breach <Nicholson>. The Committee 
must exercise the prudence of ordinary men of business, 
those who neglect their obligations are liable to the 


1 Sec 40 of the Bihar Act provides for surcharge against 
any person who has taken part in Che organisation or manage- 
mem of the society or any past or present officer of the society 
for (a) having made payment contrary to law or to the rules or 
by-laws of the society or Jgainsl the directions of the financ¬ 
ing bank (b) culpable neghscnce or misconduct causing loss 
to the society (c) failing to bring into account any sum which 
ought to have been brought into account Id) having misappro- 
priated or fraudulently retained anv property of ihe society 
or of the financing bank 

The Registrar may enauiie into the conduct of such person 
or officer and after giving him a hearing pass orders re 
quinng him (o contribute such sum to the assets of the 
society by way of compensation but before this order is passed 
reasonable time should be given lo ihe person to recover 
the amount from the payee and credit it to the funds of the- 
society This section shall apply notwithstanding that such 
person may have acquired criminal liability An appeal shall 
lie to the Stale Covernmcni wnhin three months from th: 
date of the communication of the order 

This section is applicable in respect of any act or omission 
occurring within four years preceding the date of order Where 
the audit of societies is in arreir< there is unusual delay m 
detection and this section becomes inoperative 

In Madras fsec 49) appeal against Ihe order of Ihe Regist¬ 
rar may lie to the Disinci Civil Court and the sum ordered 
to be repaid to the society is recoverable by the Collector 
in the same manner as arrears of land revenue Sec 50 
authorises Ihe Registrar to order the conditional attachment 
of the properly of the offending member if there is an ap 
prehension that he is about to dispose of the property Under 
Madhya Pradesh Act (see 42 D2) no order passed by the 
Registrar under this section shall be called in question in 
any Civil Court 

Sec 128 of the Bengal Act has a novel provision under 
which the Registrar may direct any member to pay lo the 
assets of the society by way ot penalty such sum as he thinks 
fit m cases where the member contravenes the provisions of 
the Act or by-laws by sitting or voting as a member of the 
Managing Committee or exercising the nghts of a member of 
a co-operative society when such member was not entitled to 
do so. or by employing a loan for a purpose different from 
that for which it was granted 
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society' for any loss thereby caused.* In accordance 
•with general company law members of the Committee 
in India would be liable for any loss sustained by the 
society by any act contrary to the law, rules and by* 
laws <e g., making a loan to a aon^member contrary to 
sec. 19), and apparently the society could take proceed* 
ings by arbitration against the Committee to recover 
the loss. The Madiras Committee recommended that 
the members of the Committee should be made perso* 
nally responsible for the repayment of loans which by 
their negligence had become time*barred. The Foreign 
Experts of the Banking Enquiry Committee recommen¬ 
ded that it should be prescribed in the Act and by*laws 
that the members of the Managing Committee and 
Supervising Board are tointly and severally responsible 
for credits granted without requisite care For the 
above reasons the duties of the society's officers should 
be clearly specified so that offences can be brought 
home (see Appendix*) 

In Bengal there is a rule that the appointment of a 
salaried officer in any society shall be subject to such 


1 Iq Oregon, USA, the directors must swear lo admi- 
mster the business of ihe society faithfully. 

2 In the model articles for a company given in ihe first 
schedule of ihe Companies Act, it is clearly prescribed that 
the business of the companv shall be managed by the directors, 
who shall duly comply with the Act 
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conditions as to qualifications and the furnishing of 
security' as may be prescribed by the Registrar.’ 

In Madras (section 43> power has been given to the 
Registrar to dissolve a Committee that is not functioning 
properly, and to appoint a suitable person or persons to 
manage the affairs of the society for a period not 
exceeding two years 

(li) prescribe the accounts and books to 
be kept by a society and provide for the 
audit of such accounts and the charges, if 
any, to be made for such audit, and for the 
periodical publication of a balance-sheet 
showing the assets and liabilities of a society; 

Of the many great services rendered to the country 
by the co-operative movement the introduction and 
popularisation of a good system of accounts is, by no 
means, the least. The mutual confidence of co-operators 
should not be weakened by a loose system of accounts. 
Busmess-like forms should be used at all times. Too 
much importance cannot be attached to this work. 


l Under sec 24 o[ the Bengal Act on the application of 
a CO operative society Government may depute a Government 
servant to manage the allairs of the society This Officer, 
lo be designated the Executive Otficcr, will be under the 
general control of the Managing Committee and shall have 
power of control over the staff of the society and 'hall 
institute, defend, and conduct legal proceedings and enier 
into compromise or arbitration with creditors and debtors 
of the society He will have full powers of management 
and m case of difference of opinion with the Managing Com¬ 
mittee he may refer the matter lo the Registrar for his opi¬ 
nion The Government may withdraw this officer after giving 
three months’ nonce to the society and the society may at 
any lime apply for ihc withdrawal of the officer No suit 
or legal proceedings shall lie against hin in respect of any¬ 
thing done by him in good faith in accordance with the 
powers conferred on him 

The by-laws of the Bihar Stale Co-operative Bank provide 
for the deputation of a Government servant who is designated 
as the Managing Director. 



S. 43.3 


RULES 


293 


A register oF members and of shares may be 
prescribed under clause <k> below. 

Linder this clause the minimum requirements in the 
case of a credit society seem to be— 

<1> cash book/ 

<2> ledger account for each member, 

<3> register showing when repayments of loans 
are due, 

<4> register of deposits, 

<5> minute book* or, as Uttar Pradesh 
rules prescribe in more detail, a book of 
minutes of all resolutions and proceedings of 
general and special meetings of the society 
and of meetings of the Committee- Bombay 
requires two minute books, one for general 
meetings and one for Committee meetings. 

Some Provinces add — 

<6> share transfer register, 

<7) interest account, 

<8> expenses account, 

<9> bank account, 

<10> receipt book with forms m duplicate, 

<I1> liability register showing the indebtedness of 
each member to the society whether on 
account of loans taken directly by him or on 
account of loans for which he stands surety, 
<12> On the case of unlimited liability societies> 
a statement showing the assets and liabilities 
of each individual member at the date of 
admission as well as on the last day of each 
Co»operativc year. 

The hooks, if well kept, wiff in time supply the best 
evidence of each member's work as a borrower. The 
deposit and loans of each member will indicate fairly 
clearly whether he is progressing towards prosperity or 
insolvency. Everyone will agree with the recommend- 
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ation of the Madras CominUtee that the accounts 
should be as simple as Is compatible with clarity. As 
the Burma Committee explained : It is one of the essen* 
tials of a sound credit society that the members should 
be able to understand the accounts^ and in order that 
this may be a practicable ideal amongst a population 
not possessed of a high standard of literacy, it is ahso* 
lutely necessary that the accounts should be of the 
simplest possible character consistent with clearness. 

/ludir—Under the former Act no charge could be 
made in respect of any audit made by the Registrar. In 
the Punjab the model by.«laws provide that the society 
shall pay such fee for audit as the Punjab Co-operative 
Union may from time to time prescribe. The need for 
a Government rule disappears when a non*of{icia! body 
takes over the work Bengal requires simply that 
every registered society shall pay the audit-fee 
prescftbed by Government Uttar Pradesh has 
rather elaborate rules. Every society pays an audit- 
fee calculated in the case of a Central Bank at six 
annas per hundred rupees of working capital subject 
to 3 maximum of Rs. 200, and in other cases, at three 
and a half annas per hundred rupees subject to a 
maximum of Rs. 100 The fees are credited into the 
local Treasuries and the Registrar employs the staff. 
In Assam the scale is six annas per hundred rupees in 
the case of primary socicucs and three annas in the case 
of a Central Bank. Bombay used to limit tbe charge 
to societies of limited liability with a working capita! 
exceeding Rs. 50.000. The latest rules are that societies 
<not necessarily limited) with working capital exceeding 
Rs. 50,000 may be required to pay the whole cost of 
their audit, while other socieues maybe subjected to 
a levy of an audit rate not exceeding five-eighth of one 
per cent on the working capital. The proceeds go 
towards the cost of the audit staff. In Bihar audit is 
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carried on by the Government staff and fees are payable 
to the Government.* 

Under Madras Rule 11 every society shall pay to 
the Government audu charges in accordance with the 
scale fixed by Registrar. The following societies have 
been exempted —primary credit society, thrift and loan 
society, society for scheduled castes, central bank with 
capital below Rs. 20,000, building society or primary 
land mortgage bank which has not completed three 
years, weavers society which has not completed six 
years etc., and all agricultural societies with unlimited 
liability. 

Fees arc payable not on the basis of working capital 
as in other States but on the basis of the actual time 
taken for the audit. Each auditor is expected to work 
ior at least 6 hours per day. 

Central banks—at Rs. 7 per day. 

Urban banks with working capital of Rs. 1 lakh 
and over—at Rs. 7 per day- 
Societies <other than Central and Urban banks) 
With working capital or total business of 
Rs. 1 lakh and over —at Rs. 7 per day. 

Urban banks with working capital below Rs. 1 lakh 
and other societies liable to pay fees—at 
Rs. 5/4 per day. 


J In Bengal ihe aud;t fee it calculated at the following 
rates —(a) 10 annas lor every Rs 100/- of working capital 
subject to a maximum of Rs. 140/- m the case of a primary 
society with unlimited liaRibty, (b) 10 annas for every 
Rs 100/- upto Rs 50 000/- subje^ to a maximum of 

Rs 250/- Ibercafter Rs 25/- for every Rs 25.000/- uplo 

Rs ! Iskh and ctKreafler Rs SO/- for every Ks S'O.OOO/- 
subject to an ultimate maximum of Rs 1,000 m the case of 
a primary society with limited liability (c) 5 annas for every 
Rs lOO/- uplo Rs 15 lakhs subject lo a maximum of 

Rs 350/- and thereafier Rs SO/- for every Rs 50,000/- 
subjeci to an ultimate maximum of Rs 1,000 in the case of 
a Provincial or Central society. 
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Publication of Balance-sheet—A balance-^sheet may¬ 
be defined as a classified summary of the balances 
remaining in a set of books after those relating to pro^ 
fit and loss have been collected into one account, and 
including the balance of that account, so arranged as to 
show the assets and debit-^balances on one side and 
the liability and credit=balanccs on the other. It should 
set out the true position of the business m such a manner 
as may be easily understood by men of business intelli¬ 
gence-* The laws of England and India agree in 
requiring periodical publication of balance-sheets by all 
banking and insurance companies and provident or 
benefit societies This has usually to be done twice a 
year and the balance-sheet must be kept displayed. 
Every member and every creditor is entitled to a 
copy <cf. Indian Companies Act, sec. 223)- The Indus* 
trial and Provident Societies Act requires every regis* 
tered society engaged in banking to make out twice a 
year, and keep conspicuously hung up, a statement of 
capita], assets and liabilities, and the Friendly Societies 
Act requires a copy of the last annual balancc*shcet 
to be displayed, together \tith any special report of 
the auditors Every member and every person interest' 
ed in Its funds is entitled on application to receive 
gratuitously a copy of the last annual return or an 
audited balance»sheet containing the same particulars 
In Germany also the annual balance-sheet must be 
published. 

The usual rule is —The balance-sheet of each regis¬ 
tered society shall be laid before a general meeting of 
the society once a year- But Bombay requires every 
society to publish its annual balance-sheet. It also 
insists that the balance-sheet shall be open to the ins-- 
pection of any member dunng office hours. Madras 


1. Spicer and Pegler Practical Auditing. 3rd Edn, p 40y 
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says the society shall publish such of the prescribed 
statements as the Registrar may direct in the manner 
prescribed by him. 

Some provinces have a rule: — 

No society of which any member is a registered 
society shall take into consideration ■ any balance sheet 
at Its annual general meeting or make any distribution 
of Its profits by way of dividend or bonus or otherwise 
among Its members, unless and until the balance-sheet 
<for the peuod 'during which such profits have accrued) 
shall have been certified to be a true and correct states 
ment of the position of the said society by the Registrar 
or some person authorised by him in that behalf 

(i) prescribe the returns to be sub¬ 
mitted by a society to the Registrar and 
provide for the persons by whom and the- 
form in which such returns shall be sub¬ 
mitted, 

The minimum returns appear to be— 

<1> account of income and expenditure • 

<2) profit and loss account. 

<3) balance-sheet- 

Some Provinces merely rule that the societies shalt 
submit such returns as the Registrar may by general or 
special order prescribe- 

The returns should, as far as possible, he submitted 
by the societies themselves so that they may serve as an 
object lessons in accountancy. In Madras, Government 
has taken power to frame rules for the levy of the ex= 
penses of preparing any return which a society may 
fail to submit. 

The returns should be audited once, and where the 
auditor is not appointed by the Registrar his name 
should be given. 
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(j) provide for the persons by whom 
and the form in which, copies of entries in 
books of societies may be certified; 

Burma and Madras add:—and for the charges to be 
Jevied for such copies. 

Bankers Books Evidence Act, section 2 (8) runs: — 

"Certified copy" means a copy of any entry in the 
books of a bank, together with a certificate written at the 
foot of such copy that it is a true copy of such entry, 
that such entry is contained in one of the ordinary books 
of the bank and was made In the usual and ordinary 
course of business, and that such book is still in the cus' 
Tody of the bank, such certificate being dated and sub¬ 
scribed by the principal accountant or manager of the 
bank with his name and olTicial title. 

» Most provinces have issued a rule embodying the 
whole or the gi eater part of this. 

The costs of anything done or to be done under an 
order of a court or »udge shall be In his discretion but if 
costs are awarded to a bank, the bank may recover as if 
it were a patty- <N.B.—The bank should always apply 
for costs if ordered to produce books). The certificate 
must be dated and signed by the secretary of the society 
or other officer approved by the Registrar On Punjab, 
Bihar and Orissa, etc). Madras prescribes that the 
copies shall be made by the President or the Secretary 
and shall be certified by not less than three members 
of its managing body, including such President or Secre¬ 
tary and shall bear the society's seal The Central 
Provinces and Uttar Pradesh require a second signa» 
lure of an off'icer or member of the Committee/ Bombay 
allows any officer to certify: Burma limits this to the 
Chairman. 

(k) provide for the formation and 
maintenance of a legkter of members and. 



S.43.] RULES 299 

where the liability of the members is limited 
by shares, of a register of shares, 

See section 25 and notes thereunder- 
The register of members is essentia! and its mainten.^ 
ance should be compulsory- Where there are no shares 
and therefore no share-list, it is the only record. The 
Bengal rule is simple: The Managing Committee shall 
Iceep such books and registers as may be prescribed by 
the Registrar and in particular shall make and 
maintain correctly up to date a register of members 
The Punjab is more specific: Every society shall 
maintain a register of members showing •— 

<a)t he name, address and occupation of each mem¬ 
ber, and a statement of the shares held by him: 
(b) the date on which each member's name was 
entered in the register: 

(c> the date on which any person ceased to be a 
member: 

<d) the nominee, if any. 

(1) provide that any dispute touching 
tlie business of a society between members 
or past members of the society or persons 
claiming through a member or past mem¬ 
ber or persons so claiming and the Com¬ 
mittee or any officer shall be referred to the 
Registrar for decision oi, if he so directs, to 
arbitration, and prescribe the mode of ap¬ 
pointing an arbitrator or arbitrators and 
the procedure to be followed in proceedings 
before the Registrar or such arbitrator or 
aibitrators, and the enforcement of the 
decisions of the Registrar or the awards of 
aibitrators, 
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Arbitration means the hearing and determining of a 
cause between parties in controversy by a person or 
persons chosen or agreed to by the parties. The deter-^ 
mination of arbitrators is caHed an anard (Century 
Dictionary). 

At first. Government refused to allow the societies 
a special summary procedure for the recovery of their 
debts in place of the slow and expensive methods of the 
courts. It would, it was thought, be mistaken kindness 
to confer upon societies arbitrary powers of recovery, 
and if in the absence of such powers a society cannot 
by means of the joint-security given and its own moral 
authority, collect its debts, the failure is due to a careless 
selection of members in the first instance or to lax 
management. If Individual societies could employ special 
methods in dealing with their members, they would be 
encouraged to become careless in administration and to 
neglect the vital principle that admission should be refu-^ 
sed to those who cannot be relied upon to fulfil their 
obligations.'. 

But some Local Governments have framed rules 
providing for the enforcement of a Registrar's decision 
or an arbitrator's award as a decree of a Civil Court. 
Some Local Governments have gone further and have 
issued rules, under this clause, rendering all sums, 
recoverable under the Registrar's decision or an award, 
liable to be collected as an arrearof landTcvenue. Burma 
proposed to incorporate this in the new Act but the 
proposal was rejected There is a general consensus of 
opinion that an award should be executed as a decree/ 
and, if the existing Act does not permit of a rule to this 
effect. It should be amended so as to permit of such a 
rule being framed. _ 

1. Government of India Resolution but this and Ihe 
corresponding clause of the former Act were inserted with 
Ihe intention of avoiding Ltigation and the trouble, expense 
and delay attending it 
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The clause follows very much the English law. The 
Friendly Societies Act directs that disputes shall be deci¬ 
ded in the manner directed by the rules of the society and 
the decision so given shall be binding and conclusive on 
all parties without appeal and shall not be removeable 
into any Court of law or restrainable by injunction •' 
It allows the parties the alternative of referring to the 
Registrar. The Madras Act includes the provision of 
compulsory arbitration in the substantive part of the Act 
and does not leave it to rules (section 51—cf. Appendix). 

The English Courts have taken a very sensible view 
of these arbitration proceedings as the following quota* 
tion from a ruling will show.—The Legislature intended 
carefully to provide that these societies should not be 
dragged before Courts of Law or Equity, if it could 
possibly be avoided, and has taken care to enact that the 
whole discussion of their affairs shall be disposed of in a 
cheap and summary manner by the decision of an 
arbitrator <Of lustices) . the power of the justice or the 
arbitrator is complete and is not subject to revision by 
any Court of Law or Equity. That is the primary matter 
to which attention must be drawn and it is necessary to 
be extremely careful that the jurisdiction of this Court 
shall not be set up to control the arbitrators so selected 
except upon a very clear and distinct case being made 
out of their abuse of their office. 

A reference to the Indian case-law on arbitration 
shows that there are so many pitfalls for an arbitrator 
that a discontented party can always point to some 
defect to secure interference from the Court. 

Although the Committee of Management are not 
proper parties to determine disputes, there is nothing 
objectionable in requiring disputes to be in the first ins* 
tance considered by the Committee with a view to terms 
being arranged- 

In England compulsory arbitration was for long 
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considered impracticable but it was adopted after 1867 
and IS now common. 

In England, and presumably also in India, all moneys 
payable by a member to the society are deemed to be a 
debt due from such member and are recoverable as 
such. This would include calls on shares. In Trade 
Unions subscriptions generally cannot be sued for in 
court. 

What is a dispute? Ordinarily the word "dispute" 
includes all matters which could form the subiect of 
civil litigation: and so presumably would include a 
debt due to a society, payment of which is not made on 
demand, whether the fact of the sum being due Is ques* 
tioned or not. Most Local Governments seem to have 
adopted this view and Bombay <sccijon 54> specifically 
provides that "A dispute shall include claims by a 
society for debts or demands due to it from a member or 
past member or the heirs or assets of a past member 
whether such debts or demands be admitted or not" 
and Madras <sectfOn 51 <I> Explanation) makes similar 
provision. But it would appear that in Bengal and Burma 
a debtor has only to admit it, and it ceases to be a dispute 
and the arbitrator cannot deal with it. Opinion seems to 
be unanimous that if a debt is overdue and the defaulter 
fails to pay or to show adequate cause for non-payment, 
he IS liable to be proceeded against under the rule of 
compulsory arbitration, and the sum awarded should be 
recoverable as a decree. A dispute relating to a debt is 
none the less a dispute whether the amount is or is not 
admitted by the borrower when a demand of pay* 
ment is made and is either refased or not complied 

With. 

Generally disputes, other than those relating to 
money due, should be referred to the general meeting 
whose decision should be final/ but in the case, for 
instance, of an expelled member claiming to be re-- 
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admitted the matter would more suitabl^r be settled by 
arbitration ' 

The Madras Law Journal, March 1923, pp. 382*384 
<quoted in Madras Bulletin of Co*operation, April=May, 
1923), gives a decision by the High Court of Madras 
wherefrom it appears that— 

< l> the words "touching the business of the society" 
are not confined to disputes regarding the internal 
management of the affairs of the society or disputes in 
regard to the principles which would regulate the 
conduct of business, 

<2> a dispute between a member who happens to be 
an officer of a society and the society in regard to sums 
of money entrusted to the former for purchase of certain 
articles is within this section, 

<3> a dispute between a member who happens to be 
an officer of a society on the one hand and the 
Committee or an officer on the other falls within the 
words of this section. 

The Allahabad High Court have ruled that any 
dispute about the election of the officers of a Co-opera¬ 
tive Society must be referred to the Registrar. No suit 
IS, therefore, maintainable m a Civil Court for declara¬ 
tion that the defendants' election as Directors of a 
society is not legal.* It was held that the word 
"business" was not intended to be used in the restricted 


1 See sub-section (8) of seciton 6S, Friendjj' Societies Act 
—the expression ‘dispute’ includes any dispute arising on the 
question whether a member or person aggrieved is entitled to 
be or to continue to be a member oe to be reinstated as a 
member 

2 All Law Journal, Vol XXIII. 1925 p 129 
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■sense of money business. The election of its officers is 
certainly a part of the business of the society.* 

In Civil Appellate Side^ Case No. 9f4 of 192Z, 
The Zemindar Bank. Sherpur Kalan v. Suba, decnfed 
28th November, 1922, the High Court of Lahore 
remarked on these rules:—"The principle of law as 
enunciated in various authonties is that statutes impos¬ 
ing restrictions upon the subjects' right of suit should be 
strictly construed and such restrictions should not be 
e.xtended beyond what the words used actually cover. 
In the present case, however, it appears to us that the 
words used do clearly contain a necessary implication 
depriving the subject of his common law right of action 
and provide a special and prompt procedure for cases 
m which, having regard to the class of people affected, 
a speedy decision as to their dispute is essential It will 
be observed that the object of the Act is to encourage 
thrift, self'help and co«operation among agriculturists, 
artisans and persons of limned means, and it will, incur 
opinion, be impossible to attain these objects if these 
people for the settlement of their disputes have nece* 
ssarily to undergo all the troubles and worries of an 
expensive and protracted litigation. It should further 
be noted that the English Law on the subject is very 

much the same. We think that it would be entirely 

repugnant to the scope and object of the Act if a suit 
like this were allowed lo be decided in a civil court and 
we accordingly hold that by the substitutional remedy 
provided under the rules in the shape of a reference to 
the Registrar the common law remedy by an action m 


1 In the case Mahadev Rao V Piihapuram Urban Co¬ 
operative Bank (1953 (2) MLJ. 1340) the dispute was about 
the election of directors of the Bank The Madras High 
Court held that it was one “touching the business of lh« 
society” The word ‘toudiing’ was clearly not intended to 
restrict the meaning of the ‘business’, it was designed to 
.extend its scope" 
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a civil court has by necessary implication been taken 
away. 

<The suit was for a declaration that bonds said to 
have been executed by plaintiff were forgeries : the 
Munsiff threw out the case as barred by the rules : the 
Lower Appellate Court held that a Civil suit could 
lie). 

The various Provinces have somewhat different 
rules Those in the Punjab seem to be most detailed and 
may be quoted as an example. 

1. Any dispute touching the business of a Co» 
■operative Society between members or past members of 
the society or persons claiming through a member or 
past member or between a member or past member or 
persons so claiming and the Committee or any officer, 
shall be referred to the Registrar Reference may be 
made by the Committee, or by the Society by resolution 
in general meeting, or by any party to the dispute, or 
if the dispute concerns a sum due from a member of 
the Committee to the society by any member of the 
society- 

For the Bombay Act, see Appendix Madras 
Specifically excludes a "dispute regarding disciplinary 
action taken by the society or its Committee against a 
paid servant of the society" <cf. Appendix). 

Note .—A “dispute" incledes claims on the part of a society 
ior money due to it from its members This would include an 
instalment of share-capit-il but would not include a subscription 
not authorised by the by-laws. 

The Bombay Act has ; a dispute shall include claims 
hy a Society for debts or demands due to it from a 
member or past member or the heirs or assets of a past 


20 
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member whether such debts or demands be admitted or 
not.‘ 

■"Person claimfn? through a -member" includes the. 
heirs, executors or administrators and assigns of a 
member and also his nominee where nomination is 
allowed (Industrial and Provident Societies Act). The 
rules of a society are binding on these persons 

■"Shall be referred"—this excludes the jurisdiction of 
the Civil Courts. If, for instance, a member sues a 
society for his deposit or share=money or share of 
profits, etc, the society may plead this rule and so 
remove the case outside the jurisdiction of the Court and 
there can be no proceedings for injunction- This, of 
course, does not apply to the case of non»member 
depositors or other creditors <non»members> who may 
sue in Court. 

As criminal courts follow the decisions of civil courts 
on questions of fact, the compulsory arbitration 
procedure ending in a final decree serves to reduce 
opportunities for criminal litigation. 

The Bombay Act provides that if the question at 
issue between a society and a claimant, or between 
different claimants, is one involving complicated ques» 
tions of law and fact, the Registrar may, if he thinks fit, 
suspend proceedings in the matter until the question has 
been tried by a regular suit instituted by one of the 
parties or by the society (see Appendix). 


I Sec 51(c) of ihc Madras Act further widens the scope 
to include dl^putes "between the society or its committee anJ" 
any past committee, any ofiScer, agent or servant or past 
officer or past agent or past servant or the nominee, heirs or 
legal representatives of any deceased officer, deceased agent or 
deceased servant of the sooetj ” Sec 86 of the Bengal Acr 
includes disputes between a sure^ of a member, past mem¬ 
ber or deceased member of -the society whether such surety is 
or IS not a member of the society Sec 48(1) (e) of the Bihar 
Act includes disputes between a financing bank aulhorisea 
under the provisions of sec 16(1) and a person who is not a. 
member of a society 
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A dispute as to whether a person was or was not a 
member of a society would not be included in this rule-* 
Section 28 of the Indian Contract Act <IX of 1872> 
declares to be void every agreement whereby any party 
thereto may be restrained from enforcing his right by the 
usual legal proceedings in the ordinary tribunals. But 
an exception to the section provides that a contract by 
which two or more persons agree that any dispute, 
which may arise between them in respect of any subject 
or class of subjects, shall be referred to arbitration is not 
illegal. Such an agreement may be filed in court and 
carried into effect. It may be an agreement to refer 
present or future differences- The provisions in the 
Contract Act and the Specific Relief Act amount to this, 
that if a person, who has contracted to refer to arbitra¬ 
tion any dispute that might arise in futuie between him 
and another, refused to do so, his contract would be a 
bar to his maintaining or carrying on a suit in respect of 
the sub)ect*matter of reference * 

The concluding sentence of this rule is intended to 
meet the case where a debt is owed by a member of the 
Committee, and the other members refrain from proceed¬ 
ing against him. Most provinces have not yet adopted 
this device. 

2. The Registrar may either decide the dispute 
himself, or appoint an arbitrator, or refer it to three 
arbitrators, of whom one shall be nominated by each of 
the parties and the third shall be nominated by the 
Registrar and shall act as chairman- When any party 
to a dispute fails to nominate a suitable arbitrator within 
fifteen days, the Registrar may make the nomination- 


1 Explanation (2) to sec 48(1> of Bihar Act jodicalcs that 
“the question whether a person is or was a member of a 
registered societj oi noi shall be a dispute wilhin ihe msanins 
of this sub-section. 

2 D C Banerp, Treatise on tl»c Law of Arbitration m 
India pp 26-27 
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No legal practitioner may be nominated as arbitrator by 
any party. 

Note :—^The object of secuno; quick decisions based on equity 
would obviously be defeated |f each parly were allowed lo 
nominate a legal practitioner Id represent him under the cloak 
of an arbitrator, 

Any person, in whom the parties have confidence 
and to whose decision they may choose to refer their 
dispute or difference, may be selected to act as an arbix 
trator, provided he is not prohibited from so acting by 
an express provision of a Statute or by reasons of public 
policy. Every person is free to choose his own judge 
for the settlement of any matter in contrcpversy between 
himself and another, and the judge so chosen, if accepted 
by the opposite party, is clothed with authority to arbl* 
trate upon the controversy tcfetred to him. If the parties 
choose an incompetent or unfit person, that is their own 
affair.* The Madras Act empowers the Registrar to 
transfer the reference for disposal to any person who 
has been invested by the Local Government with pow¬ 
ers in that behalf.® 

3. In such proceedings the Registrar or arbitrator 
shall have power to administer oaths, to require the 
attendance of the parties and witnesses, and require the 
production of all necessary books and documents by a 
summons delivered orally or sent by hand or by regis¬ 
tered post Of through the nearest civil court having 
j'unsdiction in the area in which the society operates and 
shall further have power to order the expenses of deter- 


1. D C Banerji, Treatise on the L^w of Arbitration m 
India, p. 152 ^ . 

2 Under Bengal Rule 120 flic Registrar may appoint aibi- 
Uato'rs from (a) officers of any department of Government (bj 
officers paid staff or memoers of co-operatne societies, (cj 
members officers or paid sUff of the paid authority constituted 
under sec 81, (d) members of any local body, (e) Registered 
Accountants. 
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mining the dispute to be paid either out of the funds of 
the society or by such party or parties to the dispute as 
he may think fit. 

Note —^The wording follows that of the Friendly Societies Act, 
The power to administer oaths is already conferred by section 
4 of the Oaths Act (X of 1873), hot not the power to administer 
an oath under section 8 as he is not a court 

The Evidence Act <sec section 1> does not apply to 
proceedings before an arbitrator, who is not required to 
comply strictly with the rules laid down in that Act. It 
is not a valid objection to an award that an arbitrator has 
not acted in stnct conformity with rules of evidence. At 
the same time as it is important that awards should carry 
the same weight and command, the same respect as iud1« 
cial decisions, arbitrators should follow the spirit of the 
Evidence Act- 

The costs of the reference and of the arbitration pro¬ 
ceedings shall, unless otherwise provided by the order 
of reference, be in the discretion of the arbitrators or 
umpire, who may direct to and by whom and in what 
manner these costs shall be paid. A general reference 
gives the arbitrators exclusive Jurisdiction to deal with 
the costs of the suit. The court cannot order costs to be 
paid contrary to the award. 

Madras, however, has been advised that under the 
present Act, an arbitrator cannot award costs. Its new 
Act empowers the Local Government to frame rules 
providing for the levy of expenses incidental to such 
proceedings. But if the question of costs is included in 
the reference, the arbitrator can give an award upon 
this. In Bombay <1928) proWsion has been made for 
the payment of arbitrators according to a moderate scale 
and for the subsequent recovery of the amount from 
the defaulting societies and members. The Bombay Act 
(see. 71 <u» gives Government power to frame rules 
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for fixing and levying the expenses by determining the 
dispute. The rule runs t The Registrar or his nominee 
and the arbitrators shall have power to order the cx» 
penses of determining the disputes to be paid out of the 
funds of the society, or by such party or parties to the 
dispute as they may think fit, according to a scale laid 
down by the Registrar. The Registrar may fix the fee 
to be paid to his nominee out of the expenses sorecover» 
ed. Arbitrators are paid on the following scale:— - 

For a claim of Rs. 100 or part thereof Rs 2 ... 

” ” ” between Rs 100 and Rs 200 2 per cent 

” ” “ over Rs. 200 Rs 4 lor the first Rs. 200 

and 1 per cent for every 
Rs 100 in excess 

A fiat rate of annas eight in each case for clerical 
expenses and other incidental charges is allowed 

When awards arc executed through the Revenue 
Department, provision is also made for payment to the 
Village officers at a rate of one percent of the recoveries 
actually made by them. 

If the arbitrator moves the court to issue process, the 
court shall thereupon issue process in the same manner 
as it would issue in suits tried before it. A court may 
also issue commission for the examination of any wit¬ 
nesses in the same manner as it would in a trial before 
itself.' 

4. The Registrar or arbitrator shall hear the evi¬ 
dence of the parties and ^messes who attend, and, upon 
that evidence and after consideration of any documen¬ 
tary evidence produced by either side, a decision or 
award shall be given in accordance with justice, equity 


1. D C Banerji, Treatise on the law of Arbifralion in 
India, p 193. following 7 Bom. L. R. 560*1905. 
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and good conscience, and shall he reduced to ’sriting. 
In the absence of any party duly summoned to attend, 
the dispute may be decided against him in default. 
When three arbitrators are appointed, the opinion of 
the majority shall prevail. 

^’ote—^The rrhitraior must not make bis av.ard withont 
bearing all the evidence both sides must be heard m the presence 
of each other (except in ex pane proceedings) The arbitrator 
should be careful not to examine a party or ftilness except in 
the presence of the opposite party*. The arbitrator should give 
notice, that, in the absence of either party on the date and 
at the place fixed, he will proceed er pane He may so pro¬ 
ceed where one of the parties keeps back bis evidence to delay 
the reference, or will not attend when called upon, with a 
■view to defeat the reference If upon notice given by the 
the axbitrstcr, a party does not appear, the arbitrator may 
proceed e.T pane But if be proceeds e\ pane without sufS- 
oient cause, or without giving the party absentisg himself clear 
notice of his intention so to proceed, the award may be 
avoided ^ 

Tbe axcard implies an adjudication or decision by 
the arbitrator upon the matter submitted to him. It need 
-not be a reasoned {udteiaf decision and it need not con*> 
lain reasons for the decision.* 

Bombay requires the Registrar or his nominee to 
-record a brief note of the evidence of the parties and 
■witnesses who attend. 

5. Any person duly summoned by the Registrar or 
arbitrator to appear before him or to produce any docu= 
ment and failing to do so shall be liable to the penalties 
prescribed in paragraph 7(2) of the second schedule of 
the Code of Civil Procedure, 190S. 


1 D C. Sanexjee Trcjuse on the Law of Arbitratjon in 
India p 220, cf 66 P R, 1907 

2 Ibid, p I 195 

3 Ibid. p 223 
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Nose :—This runs as foUims: persons noi attending ia 
accordance mth such process or ntakmg an> other default or 
refusing to give their evidence, or guilty of an> contempt to 
the arbitrator or umpire during the instsligation 'he matters 
referred, shall be subject to the like disadvantages, penalties and 
punishments by order of the court on the representation of 
the arbitrator oc umpiie, as they would incur for the like 
offences id suits tried before the court 

6 - Any party aggrieved bp an award of an arbitra¬ 
tor may appeal to the Registrar, in pe,'son of tp agent,, 
within one month of the date of the award. 


Note —^Some provinces provide for an appeal against the 
decision of the Registrar Madras is advised that no rule pro¬ 
viding for appeals against arbitrators’ decisions or asiards could 
legally be framed under Ibis Act Bombay provides for appeals 
from, atbtUaxotV awacdi tn the Rjtgvs'w m v« Act 

(section 56) Burma did not adopt this The Madras Com¬ 
mittee recommended that the Registrar should have power, 
either on hts cwu motion or on the application of any 
parly interested, to revise an award, or an order of an arbi¬ 
trator, m order to rectify obvious errors resulting m injustice 
or hardship and this has been incorporated in the new Art, 
section 51(5)' 

Arbitrators are final judges, not only of all matters 
of fact, but also of all matters of law, which arise in the 
course of the proceedings before them, or which arc 
involved in the decision of the subject=matief of the 


1 Sec 48 of the Bihar Act provides “(61 
aggneved by any decisions given in a dispute transierreo or 
referred under clause (W o" (c) of sub-scsitoo (2) 
three months from the date oi such decision appeal to me 
Regislrar . . 

(7) The Registrar m the case of disputes under ac¬ 
tion shall have the power of review vested in a fivii cwn 
under section 144 and under Order XLVII rule 1 c' 
of Civil Procedure 1908 and shall have aI>o the inherent 
jurisdiction specified in section 151 of the said Cooe 
(8 The Registrar may. where it appears to him 
either on applicaiion or on his own mot on slate a * 
refer it to the Distrirt Judge for decision and the decisi 
of the District Judge wiH be fina!" 
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reference ‘ If an award is regular on the face of it, the 
court will presume, unless the contrary be proved that 
everything has been rightly and duly performed.* The 
arbitrator cannot be examined as a witness as to the 
grounds of his decision : he cannot be examined in 
respect of those matters which 'influenced or induced 
him in arriving at certain decisions / but he may be 
examined as to matters that passed before him, which 
would be an admission of parties, and which 'sould 
assist the court in coming to a right conclusion. He 
may be called to prove his own mistake or misconduct.* 

7. An arbitrator's award, if no appeal has been 
made within a month, or a decision of a Registrar 
originally or in appeal, shall not, as between the parties 
to the dispute, be liable to be called in quCition in any 
civil or revenue court, and shall be m all respects final 
and conclusive, except on proof of the receipt of a 
corrupt gratification by the arbitrator. 

Note —"on proof, not on ihc allegation 

In a Bombay case (quoted in Bombay Co*operative 
quarterly, March 1923> after an arbitrator had been 
appointed, during his enquiry, the member defaulting 
died: the arbitrator brought On record the heirs of the 
deceased member, and gave an award against them. The 
Appellate Court held that the award was valid and the 
procedure of the arbitrator perfectly legal. The execut®^ 
ing court had no power to question the validity of the 
award it was asked to execute. 

8. A decision or award shall, on application to any 
civil court having jurisdiction in the area in which the 
society operates, be enforced in the same manner as a 
decree of such court. 


1. Barerji, pp 207-205 
2 Ibid, p 242 
3. Ibid, pp. 163, 164 
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Note:—This rule has now been adopted In most pro¬ 
vinces ; It IS a defence of the principle of arbitration against 
the rulings of appellate courts which, together, render the 
whole matter in dispute liable to be called in question on 
appeal Experience shows thqt if any loophole is allowed, the 
intention of preventing these societies from being dragged 
into court will be frustrated If the other party denies diat 
any award has been given, the award will have to be proved 
But it is usually sufficient to call upon the parly to admit 
the award (Civil Procedure Code, First Schedule, Order XU. 
rule 2) The well-known reluctance of Committees to tale 
out execution proceedings has been met in Bombay by a rule 
empowenng the Registrar to authorise certam of his officers 
to call for and send arbitration orders for execution. 

Madras has a ruJc :— 

The decree or award shall be enforced in etcher of 
these ways<a> on a requisition to the Collector of the 
Distiict made by the Registrar of Co-operative Societies 
all sums recoverable under the decision or award shall 
be recovered m the same manner as arrears of land- 
revenue . 

<b) on application to (he Ctvil Court.as a 

decree of such court. 

Ajmere—Merwara adopted this in 1922 and 
Uttar Pradesh has the same rule. In Madras ' Civil 
Court" includes village courts constituted under the 
Madras Village Courts Act. 

The Bombay Act embodies the principle of the 
Madras rule in section 59 , the order or award may be 

executed by any civil court or according to the law and 

under the rules for the recovery of arrears of land- 
revenue. A Co»opcrative Society adopted the second 
course and the collector ordered the detention of the 
defaulting member in civil prison The latter filed a 
petition for insolvency and was held protected from 
imprisonment- The Judicial Commissioner of Sind 
<84 of 1929) held that debts due to Co-operative Sock- 
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ties staad on no better footing than ordinary debts and 
can only be paid pro rata with other secured debts. 
It would be an improper exercise of discretion to refuse 
to grant interim protection to a debtor against arrest or 
detention for a debt due to the society and to permit his 
being detained in prison, and at the same time to take 
possession of his properly for rateable distribution 
amongst his creditors, merely and solely because the 
society has chosen the alternative remedy of enforcing 
the claim by approaching the Collector- 

Collection as an arrear of land-revenue may involve 
the use of village officers, so Bombay gives the Regis* 
trar power to order the expenses of such recovery to be 
paid out of the funds of the society or by the party or 
parties in default. This practice of executing decrees 
through the Revenue staff Is said to be throwing a large 
addition of extra work on to the establishment in Bombay. 
In the Central Provinces, the Registrar seems to make 
apanng use of this power and issues about one hundred 
or less certificates a year. In Uttar Pradesh 
the Registrar <1930) complained that "the fact that 
rehsildars armed with powers of arrest and attachment 
collected only 6 per cent of the dues shows the amount 
of interest taken by them in the work."* 


1 While the execution of awards and decrees through 
the Civil courts and the Revenue Department was not dis¬ 
continued in Madras Sec, 57A empowered the Registrar to 
recover these dues through hrs Depart/neotal agency but un¬ 
der this section money awards, decisions, decrees etc only 
can be enforced and not non-monetary awards, decisions or 
decrees Monetary decrees, awards etc issued by civil courts 
can also be enforced under this section T^e Registrar can 
also recover under this section any sum awarded by way of 
costs under sec. 41, any sum to be recovered under sec 47 
as a contribution to the assets of a society or as costs of 
liquidation etc Recovery will be made by the attachment 
and sale or sale without attachment of the person against whom 
such decree or award or order ha? been issued Similar pro¬ 
visions exist in the Co-operative Societies Acts of Mysore, 
Orissa, Jammu and Kashmir. 
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The Punjab High Court held <2nd Appeal No. 695 
of 1923 decision dated 17th November, 1924) that where 
one award was not executed, and, later, a second refers 
ence to arbitration was made and a second award was 
given, the court was bound under this rule to enforce 
the award and could not go behind it. It could not 
entertain the plea that the award was invalid owing to 
the previous one- It is to be noted that the Registrar 
himself has no power to execute his own award and 
consequentltt it is not necessary' to submit a certificate 
of non«satisfaciion with the application for execution. 

9. In proceedings before the Registrar or an arbi» 
traior, no party shall be represented by a legal pracii* 
tioner. 


Note .—In England, arbitrators may decline to hear counsel 
Some provinces do not exclude legal practitioners from ap¬ 
pearing in an appeal before the Registrar This rule does 
not exclude legal practitioners from being consulted before 
reference, or from appearing m execution-proceedings 


Where 
award or 
matter refe¬ 
rred to 
arbitration 
may be 
remitted. 


It IS worth noting that, under the English practice 
where no decision is made in a dispute within forty 
days after the aggrieved person has made application 
for the matter to be dealt with under the rules of the 
society, such person may apply to the county court to 
determine the dispute.' 

The following paragraphs of the Second Schedule of 
the Civil Procedure Code <1908> are reproduced here 
for reference— 

"14. The Court may remit the award or any 
matter referred to arbitration to the re'Consideration 
of the same arbitrator or umpire, upon such terms as it 
6 . 1 .— 

1 See Co-operatjve Union’s Indissttial and Provincial 
Societies Act, p. 55. 
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<a> where the award has left undetermined any of 
the matters referred to aAitraiion, or where it 
determines any matter not referred to arbitra® 
tion, unless such matter can be separated 
without affecting the determination of the 
matters referred. 

<b> where the award is so indefinite as to be 
incapable of execution. 

<c) where an objection to the legality of the 
award is apparent upon the face of it. 

"15. <1> An award remitted under paragraph 14 
becomes void on failure of the arbitrator or umpire 
to reconsider it* But no award shall be set aside except 
on one of the following grounds, namely: — 

<a> corruption or misconduct of the arbitrator or 
umpire: 

<b> either party having been guilty of fraudulent 
concealment of any matter which he ought to 
have disclosed, or of wilfully misleading or 
deceiving the arbitrator or umpire: 

<c> the award having been made after the issue of 
an order by the Court superseding the arbi= 
tration and proceeding with the suit or aftei 
the expiration of the period allowed by the 
Court or being otherwise invalid. 

"<2> Where an award becomes void or is set aside 
under clause <1>, the Court shall make an order super¬ 
seding the arbitration and in such case shall proceed 
With the suit. 


Grounds 
for settwg 
aside award 



Filing award 
in matter 
referred to 
arbitration 
without 
intervention 
of Court. 


Filing and 
enforcement 
of such 
award. 
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Arbitration without the intervention of a court. 

Where any matter has been referred to 
arbitration without the intervention of a Court, and 
an award has been made thereon, any person interested 
ipithe award may apply to any Court having jurisdic^ 
don over the subject-matter of the award that the 
award be filed in Court. 

"<2> The application shall be in writing and shall be 
numbered and registered as a suit between the applicant 
as plaintiff and the other parties as defendants 

"<3> The court shall direct notice to be given to the 
parties to the arbitration, other than the applicant, 
requiring them to show cause, within a time specified, 
why the award should not be filed. 

"21. <1) Where the Court is satisfied that the 
matter has been referred to arbitratioo and that an 
award has been made therein and where no ground such 
as is mentioned or referred to in paragraph H or 15 is 
proved, the Court shall order the award to be filed and 
shall poceed lo pronounce judgment according to the 
award 

"f2> Upon the judgment so pronounced a decree 
shall follow, and no appeal shall he from such decree 
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except in so far, as the decree is in excess or not in 
accordance with the award."* 

(m) provide for the withdrawal and 
expulsion of mejnbers and for the payments, 
if any, to be made to members who with¬ 
draw or are expelled and for the liabilities 
of past members; 

Burma has altered the latter part to run : provide for 
the mode in which the value of the share or interest 
shall he ascertained. Madras adds —or the estates of 
deceased members. 

Withdra\<>al’-Tht right of withdrawal is characteris¬ 
tic of Co-operative Socteucs Its importance varies with 
the habihty’. IfJ societies of unlimited habihty, a member 
must be able to withdraw before any habiliiy is incurred 


1, With regard to limitation Madras Rule IS provides 
that the period of limiiation for referring a dispute “shall 
be regulated by the provisions of the Indian Limitation Act 
1908 as t£ the dispute were a suit and the Registrar a Civil 
Court" but where the dispute relates to (a) tiny act or omts- 
sion OQ the part of the society or its Committee etc the 
reference must be made sviibm two years when the act of 
omission took place, fb) (he election of a member or ao 
officer of the Committee (he reference must be made within 
two months from the dale of election 

Act II of 1912 has no similar provision In Ramdutt 
Ramki'indas Vrs E D Sassoon J929 P C 103 (he Court held 
that Sec 3 of the Limitation Act may be said to apply by 
implication to arbitration hence claims barred by the Limi¬ 
tation Act should be rejected by the arbitrator In Chatra 
Serampore Co-operative Credit Society V Bejoy Krishna Dey 
(AIR 1940 Cal 152), it was, however, held that although 
the claim is barred by limitation, it is not such an error as 
would make the decision of ibe tribunal one made out of 
jurisdiction Sec 63 of the Bihar Act provides that notwith¬ 
standing the provisions of the Indian Limitation Act the 
period of limitation for debt due to a society by a member 
sfiaH 6e computed from the dhtc of fus death or cessation of 
membership 

Bengal Rule 13(1) provides that a member of any register¬ 
ed societj ma>, if he is not in debt to the society or is not a 
suretv wiihdiaw from the societv after giving one month’s 
notice in writing to the society 
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to which he objects. He is only liable for the debts as 
they exist at the time be ceases to be a member <sec 23) 
and therefore M is of little use allowing himtoretitc 
after so many months' notice. The fight to withdraw is 
thus a very valuable check on carelessness or rashness, 
but at the same time precautions must be taken to 
prevent such a wholesale withdrawal of members as 
would leave the creditors of the society without 
adequate securitjr. These precautions must be set out 
in the by-laws and once so set out, they cannot be 
altered without an alteration of the by-laws which 
requires the approval of the Registrar. A resolution 
of a general meeting is, of itself, insufficient. When a 
man joins a society he should know how be can get out 
of it. Compulsory retention of membership destroys 
mutual confidence.* In Germany a member has the 
right to withdraw, he must give three months'notice 
and the withdrawal takes effect at the end of the 
business year- If he ceases to reside within the society's 
area <sec. 6 <1) <a)> both sides may insist on withdrawal. 
The share-value is paid to him but he has no claim on 
the reserve or other assets and may be made to pay up 
his share of any deficit; his legal claim to share-capital 
lapses in two years, if the sodety is dissolved within 
SIX months the withdrawal is null and void. 

It has been held that withdrawal here relates only to 
a direct voluntary withdrawal and not to a cessation of 
membership as a result of disqualification under 
the Act. 


J Cf Co-operaijon in Finland, p 10 The law allows 
Co-operative Societies to bind the members by their riil«s 
to remain in ihe $octe(} for a term not exceeding two >ears 
Jn Belgium and Italy also a society has power to impose 
membership eilher for a given number of years or the pcrioa 
of the society’s existence But the general rul« is Jo a low 
retirement Membership m a Co-operative Society is a volun¬ 
tary bond which can be severed at will (cf Fay, Co-opera- 
non at Home and Abroad. 2nd Edn, p 367-8). 
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Payment on withdrOMol —As societies -with with- 
<lrawab(e share-capital and limited liability should not 
■carry on the business of banking, these societies should 
.not repay the share-value but should leave the retiring 
member to transfer to a member- This does not apply 
With the same force to unlimited liability societies. 
Mr. Wolff says withdrawable shares encourage people 
-to come in but he would insist on a fair notice and make 
withdrawal permissible only at the end of the financial 
year. Section 19 <1) of the Industrial and Provident 
Societies Act is clear: “No registered society which 
has any withdrawable share-capital shall carry on the 
business of banking." 

£;cp«ljion—The principle of careful selection of 
members carries with it the right to expel in order that 
any one deteriorating m conduct or character and 
thereby preludicing the society may be got rid of. 

The by.«laws should provide that: 

A member may be expelled: — 

<i> if he fails to fulfil his obligations in the matter of 
dues. (The Schul 2 e.»Delitzch model rules allow only 
three months' arrears, Raiffeisen rules allow six months- 
The Burma Committee recommended that whenever it 
becomes necessary to proceed against a member for 
default, he should normally be expelled unless heat once 
makes full repayment^ 

<ii> if he becomes a member of another similar 
society and refuses to withdraw, this is very necessary 
in the case of societies for production and sale. In aco 
.ordance with the policy of publicity, each member has 
the right to inspect the books of the society and may 
give away information to a rival society of which he is 
also a member.* 

I PowtfJI, pp 43, 44. Hcmck, p. 277. 

21 
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<iii> if it be found necessary to proceed against him 
for debt/ 

<iv> if he becomes bankrupt/ 

<v> if he engages in acts contraty to the princ/pJes 
of the society/ 

<vi> if he becomes insane (and so incapable of 
incurring legal liability),- 

Italy adds: — 

<vii> if he be convicted by a criminal court (es» 
pecially of bribery, forgery, theft, or fraud), 

<viii> if he shall have committed an act considered 
dishonourable by the Managing Committee. 

Distributive societies usually reserve the right to 
expel any member who ceases to deal with them or 
whose purchases fall below a fixed minimum.’ 

If a member of an unlimited liability society joins 
another one and so pledges his liability twice over, he 
ought to be expelled. 

Bombay has a clear rule: where a person has become 
a member of two such societies, cither or both of the 
societies shall be bound to remove him from member.*- 
ship upon a requisition from the Registrar to that effect. 

A bankrupt must cease to be a member if the holding 
of a share is a condition of membership, for all his pro- 
perty becomes vested in the assignee- 

The following rules arc usually presenbed for socle* 
ties with unlimited liability- 

1 The New York Slate law on Co-operative Agneul- 
tural Dairy and Horticultural Societie? enacts that any such 
association may admit as members, persons engaged in agri¬ 
culture. dairying or horticulture ^y person shall forfeit his 
membership upon proof being made to the association that 
he has ceased to be engaged in agncullure dairying or horti¬ 
culture 

2 By-laws of Madias Soaelies provide for expulsion it 
a member deceives Che Society in anv way or if his general 
conduct IS such as to render hi* removal necessary in ih* 
saterests of the Society’ Under Rule 18(b| no exp^leu 
member can be re admitted within two years from the dato 
of such expulsion except with the sanction of the Registrar 
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<l> A member may, provided he is not in debt to 
hll society or is not surety for an unpaid debt withdraw 
from the society after giving one month's notice fo the 
Secretary.* 

C) A member who ceases to be qualified under the 
by-laws may <or shall) be removed by the Committee. 

<3> A member may be removed or expelled from the 
society in accordance with such procedure and for such 
causes as are prescribed by the by-laws and not otherwise. 

<4> A member witb^rawine, removed or expelled 
from the society shall be entitled after the period pre* 
scribed by section 23 to repayment, without interest, of 
any money paid by him or his predecessor in interest 
towards the purchase of a share or shares. 

This last rule cannot be applied to societies with 
limited liability, as, in these, the share»money is ordi- 
narily not withdrawable, so long as the society owes 
money to creditors. In limited liability societies the 
right to withdrawal is not important/ especially where 
the shares are fully paid>up.* 


1. Id a $oci«ty of uoluniied liabtltly, a member should be 
allowed to withdraw at once before a resolution, incurnng a 
liability to which he objects, is passed But as this might 
permit of a sudden collapse of a society with outside liabili- 
lies, a period has been prescnbed in which arrangement could 
be made for liquidation or for meeting these liabibties. 

2. The coDstitution of the Chinese agricultural producers' 
co-operatives provides that members are free to withdraw from 
membership When he withdraws be may take with him the 
means of production which be sbll owns and withdraw bis 
share contribution and bis investment in the co-operative. IE 
he cannot take his land with him because the Society has used 
It for important construction work, n will exchange his 
plot for one of a similar size and value or pay him suitable 
compensation for it (Arficle 15) 

A member who commits a serious crime and is deprived of 
political rights must be expelled from the Co-operative 
A member who gravely violates co-operative regulations or 
commits many serious mistakes and refuses to repent and 
correct them after being repeatedly admonished and penalised 
may be expelled by decision of a general meeting of the 
members but he may appeal to the county people's council 
against this decision 

TTie decision to expel a member shall not appfj to mem¬ 
bers of his familv who belong to the co-operative (Article 16). 
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(n) provide for the mode in which the 
value of a deceased member’s interest shall 
be ascertained, and for the nomination of 
a person to whom such interest may be paid 
or transferred; 

See notes to section 22> 

Deceased member’s interest —Some Provinces have 
tfie following rule? — 

The sum representing the share or interest of a de* 
ceased member in the capital of a society with unlimited 
liability shall, for the purposes of section 22, sub'scction 
<1), be the amount actually paid up towards the value 
of the share or shares held by him (and Burma adds).' 
unless the by-laws provide for calculation thereof other¬ 
wise. This rule makes no allowance for losses h 
Germany the value Is calculated after examination of 
the annual balance-sheet, and this is clearly the best 
method The Friendly Societies Act limits the value 
of the share so devised to one hundred pounds 

Nominaiion-^Att Provinces have made similar rules 
providing that — 

<1> a member may (or shall) nominate a person 
<and only one) to whom under section 22 bis share or 
interest shall be transferred ; 

tNote '—The Indian Art follows the Friendly Socie'ies Ad 
and allows only one person to be nominated The Industnal 
and Provident Societies Art allows more than one because 
the objects of many societies is to provide provident funiJr 
for widows and children The Bombay Act allows 
than one nominee but Madras adheres to one only. 

(2> a member may revoke or vary such nomina¬ 
tion by writing / 

(Note -—He must do this dunng his Iife-lime, be 
revoke it in his will) 
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<3> tlie nomination most teregistered in the books 
of the society kept for the purpose : 

<4) the member must report the death of his 
nominee: to these Madras, Bengal, Punjab, 
etc., add 1 

<5) the nominee may become a member only if 
admitted by the Managing Committee 

The rules are taken from (he Friendly Societies Act 
(sec. 56) which adds that the nominee must not be an 
officer or servant of the society unless he is related 
within a specified degree to the nominator. 

A minor member cannot legally appoint a 
nominee. 

In England, the marriage of a member operates as a 
revocation of any nomination previously made by a 
member 

It Is to be noted that where the rules provide a 
method of revocation of the nomination, a nomination Is 
not revocable in any other way than that prescribed, e g, 
by the subsequent will of the nominator. The rules 
bestow no power of bequest or of appointing an heir but 
merely enable a society to dispose of a deceased mem» 
ber's interest without litigation The society is bound 
to follow the nominator's expressed wish / it must never 
become a party to any family arrangements in regard 
to division of the property- It must pay to the person 
nominated or to "such person as may appear to be the 
heir or legal representative" and leave him to fall in 
with any private arrangement. In England a society 
which, on receiving satisfactory proof of death of a 
member, fails to pay the amount due to the nominee, 
commits an offence. 

The Act should confer upon societies similar powers 
to deal with the interest of members who become 
insane. 
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(o) prescribe the payments to be made 
and the conditions to be complied with by 
members applying for loans, the period for 
which loans may be made, and the amount 
which may be lent, to an individual 
member. 

In Germany the assent of the Board of Supervision 
5s necessary to any loan granted to a member of tlie 
Committee: In Oregon, U. S. A., it is prohibited by lav 
and generally there is a rule prohibiting such loans 
entirely during the term of office* They are also not 
allowed to be accepted as sureties. Mr- Wolff says’ 
"Whenever a bank has suffered serious loss-in 
Germany at any rate—ihe cause has generally been that 
one or other of the Committee has been trusted viih 
excessive credit/ and hence the need of a Board of 
Supervision." The same trouble occurs in India and 
the Committee on Co»operation suggested the fixm? 
a maximum loan for each member in order to remove 

It * 

But a sub-committee of the Sixth Burma Conference 
decided that "no special restrictions as regards the issue 
of loans to chairman arc required." This may be regard' 
cd as the general opinion where teaching has been 
adequate. 

Order of prefertnee—A Burma Conference put the 
order of precedence thus: cattle, debts, annual expenses 
of cultivation or living, redemption of land, purchase o 
land. The same Province had a by-law that no member 

I Ct Madras Annual Report 191S-16 ‘•The 
tendency of punchayetdars to appropriate iJie major . 

loans for themselves and their dependents and friends ^ , 

pressed by by Ians requmns the sanction of the general body 
members to such loans, while another by-Ian, now rt > 
generally adopted disqualifies a punchayetdar for ofnee » 
has defaulted in respect of his own loan for three mon 
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should receive a new loan, if there are applications 
pending from members who have received no loan. 

Shortterm loans (for six months or a year) should 
generally be given preference over those for a longer 
term : the Italian Popular Banks give preference to loans 
for the smallest amounts. The obiect must be to make 
the best use of the money available. If one member has 
a large loan for a long peiiod of, say, three years, the 
other members are prevented from using that money- 
^Ir. Wolff does not favour a hard and fast preference 
for the small loan and would pay more regard to the 
■character and purpose of the loan than to its size. 

A banker requires to know the amount of the 
advance desired, the purpose for which it is granted, 
ihe length of time for which it is required and the 
security, if any, which is to be given for it These 
points may be discussed in order. 

Amount which may be /enr—Under the Friendly 
Societies Act it is prescribed that a society shall not 
make any loan to a member on persona! security beyond 
the amount fixed by the rules, or make any loan which, 
together with any money owing by a member to the 
society, exceeds fifty pounds <Rs. 750). In German rural 
societies 78 per cent of the loans do not exceed £50. 
The maximum should be fixed moderately low as the 
main security is personal security and experience shows 
that there is a low limit to the loans which can r€asona= 
bly be advanced on this security. At the same lime, 
the desirability of restricting loans to what is actually 
necessary should not be strained into the advocacy of 
lending less than is necessary. In Roumania the 
maximum is £ 40. In Bombay the by-laws fixed Rs. 500 
while in Burma at one time Rs. 200 was the limit. In 
^kladras the by=laws prescribe the maximum , the Ninth 
Bengal Provincial Conference decided that primary 
societies should not advance loans exceeding Rs 250, 
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without the previous consent of the Central Bank and 
this has now been made a rule. The Fourth Depart^ 
mental Mysore Conference <1917) decided that the 
maximum loan to individual members be fixed at 
Rs. 1,000, in ordinary cases and at Rs. 2,000 in special 
cases. The Russian small credit society fixes the maxU 
mum at Rs. 500 <approximate> for ordinary loans and at 
Rs. 1,000 for loans secured by mortgage on grain. 

Throughout all forms of banking it is the big accounts 
that constitute danger: many bank failures have been 
due to the facilities granted to a few favoured accounts, 
and most bankers set their face resolutely against big 
loans. In India the question is complicated by the 
scarcity of Land Mortgage Banks or even any wide» 
spread banking system- The village credit societies 
are therefore called upon to advance loans for purposes 
that in other countnes are regarded as outside the proper 
sphere of their operations and for amounts that elsewhere 
would be considered unwise. In rural areas there is no 
sound system or credit: one is being slowly built up and 
In the course of construction existing conditions have to 
be considered. 

The limit to be fixed depends on the purpose in view. 
If, for instance, loans to cultivators are to be restricted 
to what is needed for agricultural purposes, the maxi* 
mum will not be high. Experience is all against the 
attempt to pay off all the debts of a member on admis¬ 
sion. In relieving debt without any corresponding effort 
on the part of the debtor, there is real danger of weak¬ 
ening his strength of character. It is best to pay off part 
of the debt at a time <para 37).* 


J. Tie American FedeniJ Farm Loan Act allow* loan* 
for the liquidation of existing lodebteOness 
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The Sixth Conference <1912> considered that it would 
be a good thing to encourage societies to fix an annual 
limit for themselves and this is now generally done. In 
most provinces there is a regUtcr showing the property 
of its members and its value and, in some cases, the 
maximum loan is a fixed fraction of this value. This is 
dangerous, the Madras Committee pointed out that 
loans granted by societies to members must be 
based upon the capacity of members to repay <i> out of 
ihe proceeds of their crops in the case of short term 
loans, and <ii) out of their savings in the case of long 
term loans The Burma Committee were more definite: 
the amount of every loan should be limited by (i) actual 
requirements, and (ii> by the existence of a cleai method 
of recovery from earnings wuhtn the time prescribed. 
The Seventh Conference <1913> resolved that it was- 
premature to lay down the principle that in limited 
liability share societies, the size of loans should be pro*- 
portionaie to the share»capiial paid up by borrowers,* 
The Committee on co»operation consi ered that the 
necessity for fixing the limits up to which individual 
members should receive normal credit is due largely to 
the fact that in the absence of such a standard there is a 
temptation for the members of a Committee to sanction 
larger loans for themselves and their friends than is 
equitable. The annual genera! meeting now generally 
fixes the maximum normal credit for each member for 


V In French credit socieucs. no l»nnl has been presenbed! 
by law as to the size or of the short term loans In 

some of the societies, ^he size is proportioned to the sums paid 
up by the borrowing member oh his shares, and may not 
exceed 10. 15 or 20 times that amount, m others the maxi¬ 
mum IS fixed between Rs 600 and Rs 1,200 (.approximate! but 
m every case tbe credit rcSs upon the character of the bor¬ 
rower, and no person, no matter how well-to-do can get a 
iMn UDiesss his reputation for industry and honesty is good 
The loans generally run for d'rec months, with ripht to one, 
two or three renewals. Hemck. p 340 
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ihe following year. This limit the Committee is forbidden 
to e'cceed on its own authority The Foreign Experts of 
the Banking Enquiry Committee were of opinion that 
fixing credits for each member should not be a matter for 
the general meeting but for the Managing Committee in 
consultation with a special Superx'ising Board. The 
general meeting should fix the maximum credit limit for 
members in general and should sanction credits for 
members of the Managing Committee and Supervising 
Board Cases in which additional sums are required 
<e. g-, to discharge old debt, or to release land from 
mortgage), have to be referred to the general meeting. 
A member is not, of course, entitled as of right to 
■obtain the full amount fixed The object has to be con¬ 
sidered and approved and the paramount consideration 
must always be the certainty of repayment. 

The original Punjab by-laws provided that no mem¬ 
ber should be given a loan greater than one-tenth of the 
total working capital. Jn Hungary the Joan to any 
member must not e.xceed 15 per cent of the whole of 
the society's capital.' 

The purpose or object of the loan —This controversial 
subject requires somewhat lengthy treatment- The 
mam guiding pnnciple is \ery simple, the extent to 
which It may in practice be departed from is the reverse 
of simple It must be assumed that every loan will be 
repaid by the borrower This repayment must be made 


1. The Second Fue ^ear Plan indic3t« a marLed depar¬ 
ture from the existing basis of fioaocins • In the deselop- 
ment of rural credit perhaps Uie greatest difficult) m the 
past has been that a subsianual proportion of agriculturists are 
non-creditworihj according 10 the rules and corditions fpr 
adsancicg Joaiij which were generally pieseribcd To meti 
the situauon it »$ pr<r<»e<} that loans shoi.lJ be adsaiiced 
bj credit societies oa the hasis of productiir prostsmTes and 
anticipated crops. A maximum cr^it limit wiU be fixed for 
each member and within this limit he will be permitted to 
obtain loans sccoriing to his requiremcDls." 
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from his income or from his capital. It will cause him 
loss unless the expenditure of the lean has yielded a 
return bigger than the loan itself. But the society 
exists not to cause loss but to increase gains, so that 
unless a loan is going to save the borrower something 
more than he will have to repay, it will not only cause 
him loss hut it will contravene the objects for which the 
society was started If the return from the expenditure 
of the loan covers pimeipa!, interest, and a little profit, 
the loan is productive* But as few cultivators keep 
accurate accounts, it is almost impossible to say confi* 
dently how far additional expenditure will bring in 
additional profit. Thus the importance of proper 
enquiry into the object of the loan cannot be too 
strongly insisted on. No banker lends money in the 
dark and even the village sahukar notes the object of 
the loan In his books. The Act itself says nothing about 
the object. The resolution recited that Government has 
deliberately refrained from placing any restrictions on 
the object for which loans are granted.* It would be 
suicidal for societies to place any absolute prohibition 
on the grant of loans for unproductive purposes The 
society occupies the place previously held by the 
money4ender, and it must give loans for all purposes for 
which loans are essential, including any social expendU 
ture required by the public opinion and if it faded to do 
this It would only encourage its members to resort to 
money-lenders. The Government of India, however, 
did not mean by this that loans should be given when 
they were not necessary. Loans must not be made 
where no profit or saving can be shown. If a member 


1 The Goernmem of India re;erleJ Uie proposal to 
insert that ‘do loans sboulj be permitted except for produc- 
!«e expenditure* mainlj' on ground that whatever restric¬ 
tions might be imposed by law, these would encourage evasion 
and deceit (Sir D. Ibbctson. cf Ra>, p 271) 
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must* have money <e g., for his marriage), he may have 
it from the society. The Committee of 1901 proposed 
to restrict loans for marriages and domestic occurrences 
to members who had had deposit accounts with the 
society for the past three years and to an amount not 
exceeding 50 per cent, of the annual average of this 
deposit account for the previous three years. The 
Famine Commission, as we have seen, contemplated 
loans for reproductive purposes only being taken from 
the society and loans for marriages, etc., from the 
village money-lender. Experience has gradually taught 
co-operators that loans cannot be refused for all non® 
productive purposes, as owing to custom and sentiment 
some non-productive expenditure must be accepted 
as necessary. But the purpose of the loan should 
invariably be noted and should be approved by the 
Committee and there should be effective supervision to 
ensure that the sum borrowed is expended on the pur® 
pose approved The Committee on Co-operation endor* 
sed this and even stated that loans for unproductive 
purposes were in some cases not only permissible but 
advisable. They added, however* that precaution should 
be taken by societies to see that the expenditure was 
inevitable and that it was not excessive in amount (para 
62). The general rule remains the same.* Loans must 


1 But, as Mr Wolff says —‘necessity alone will not 
justify loans if there is no certain prospect of recovery" 

2 The Technical MeeCing on co-operatives m the Carib¬ 
bean, arranged by the Food and Agriculture Organization in 
1951 recommended that “extension of short-term credit to 
farmers through co-operatives be closely linked with a farm 
plan and with a system of supervised credit which set forth 
budgeted estimates of income and expenditure for the indivi¬ 
dual farm borrower , and further with broader plans for agri¬ 
cultural production in order to improve the security of loans 
and the effectiveness of agricultural planning'* 

Supervised credit arrangements were introduced in the 
United States by the Farm Serarity Administration during the 
nineteen thirties and later tn Paraguay and other Latin 
countnes 



RULES 


333 


S.43.] 


ordinarily be for productive purposes only, and any 
■departure from this must be made with great care and 
it must be realised that such a departure is an excep.®’ 
tional and not an ordinary proceeding. Loans for 
unproductive purposes are permitted as a concession to 
-customs which cannot be eradicated. They must ever 
be a danger to the societies and a source of weakness to 
the members- The first rule is that loans to members 
shall only be made on the condition that the purpose for 
■which money is borrowed is such that there is a suffi.» 
cient prospect of the loan repaying itself by the produc* 
tion, business or economy which it will enable the 
borrower to effect Mr. Wolff would strictly adhere to 
the rule of loans for productive purposes only so that 
the employment becomes a pledge for its own value. 
The loan should repay itself out of its own proceeds. 
Sir Horace Plunkett expresses the intention clearly 
when he says that once a community has learned the 
difference between borroRdng to spend and borrowing 
to make money. It is on the toad to prosperity. It has 
been argued by an Italian writer that the restriction of 
loans to agricultural objects prevents the development 
of credit, and implies that ibe loan is given not to the 
member but to such and such an agricultural operation. 
The personal factor is thus diminished. He thinks that 
as members are habitually engaged in agriculture, it may 
be assumed that they would devote the loan to their 
land. Unfortunately, in India at least, the cultivators 
ihavenot yet realised the full advantage of putting capi.» 
■lal into the land, and loans for purposes other than 
agricultural must be granted sparsely and under close 
supervision. This is not confined to co»operative 
societies Bankers will advance money to finance 
transactions directly connected with the borrower's 
business but insist on vrey full particulars when money 
Is required for other purposes. The banker must know 
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wliat is to be done with the loan as he wishes to be 
assured that its expenditure will strengthen and not 
weaken the position of the borrower. It is no argument 
in favour of unproducrive loans to say that they are 
fully secured. Sureties may be quite good but they do 
not expect to be called upon to repay and they resent 
any effort to recover from them. The success of 
co-operative societies and the confidence they can 
attract from outside depends upon the ability and desire 
of the members to put the borrowed money to produc¬ 
tive uses and to lepay the loan out of the profits made 
thereby. Each loan should mean so much earning- 
capacity, so much producing power for the individual 
borrower (cf. Committee's Report, para 2). 

In allowing loans for unproductive purposes, every 
precaution must be taken to see that the purpose is 
necessary, that the expenditure is not excessive and that 
the loan is applied to it. Supervision is far more necess¬ 
ary in these cases than when the loan is for a productive 
purpose. Unfortunately the object is frequently falsely 
stated and it is practically impossible to check such 
untruthful statements effectually. There must be in the 
bond a provision for recalling the loan within one month 
or immediately if not properly applied and at inspections 
the strictest enquiry into the proper use of loans must 
be made <cf. Committee's Report, para 63).' The Poona 
Conference <1916) adopted the useful suggestion that 
the credit of individual members should he assessed 
under two heads current agricultural expenses and 
other purposes- For the former individual cash credits 


1. In Portugal the of the loan must be stated in 

the application, and if the borrower uses it in any other way 
he must be expelled and can never become a member of 
another agricultural mutual credit bank, besides being liable 
to criminal prosecution and a fine of from Rs 15 lo Rs 1500. 
Herrick, p 424 
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might be opened. The Committee on Co*operation con»^ 
sldered (para 73> that when societies are firmly establi* 
shed on correct principles there is no better way of 
meeting the needs of membefs. Mr- Wolff insists that 
cash credits must not be used so as to dispense with the 
necessity of securing approval of the object of the loan: 
for current agricultural expenses it is the best method 
to employ. The Raiffeisen model rules dealing with cash 
credits specifically enjoin supervision over the due em^ 
ployment of loans so obtained. In Russia credit socie^ 
lies allow loans for a purpose not stated for very short 
periods and for sums not exceeding one=tenth of the 
sums usually granted- 

In conclusion it may be stated that the primary 
object ol credit societies is to supply the cultivator with 
working capital: ordinarily they should grant loans for 
none but productive purposes: they strive to promote 
the economic interests of their members and they seek 
to do this by providing money for purposes which will 
enable the members to repay principal and earn a profit. 
Unfortunately in the special conditions of India, It has 
been decided that loans cannot be confined to productive 
purposes. There are necessary expenses which the 
members must incur and it is better that they should 
borrow from their society rather than from the village 
money-lenders. But expendiiure on unproductive 
objects weakens the economic position of the members 
and the societies must exercise a very close check on 
this and must constantly be on their guard against the 
danger of granting loans too easily and so leading their 
members into increased indebtedness The Act starts 
with the assumption (vide preamble) that the members 
will be persons of limited means whose position can be 
improved by the provision of capital their economic 
position cannot be improved by providing them with 
money for unproductive purposes unless the expenditure 
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is so inevitable that, jf the member cannot get a loan 
from the bank, he will be dnven to borrow on harder 
terms elsewhere. If a refusal of the loan can be made 
without involving the members in debt to outsiders, it 
should be done. 

The period for which a loan may be granted is 
determined, by two quite distinct factors, one, the period 
for which the society will have deposits or other funds to 
finance the loan, and the other, the time required for the 
full accomplishment of the obiect of the loan so that it 
may be repaid from the proceeds-' 

If the loan is to be repaid from the additiorial wealth 
produced by its expenditure, the period must be long 
enough to allow of this additional wealth accruing. It is 
obvrotfsly ira use advancing a loan for so shore a period 
that the borrower cannot repay it from his income. To 
repay it from his capital would weaken his economic 
position. Agriculture requires funds of three kinds: 
£xed capital to be sunk permanently or for a long period 
in the acquisition or improvement of the land and in the 
purchase of equipment • circulating capital to be used 
for short periods in growing, harvesting and marketing 
the crops and capital for an intermediate period for such 
objects as bullocks, the more expensive mach/nery and 
minor improvements, which can be repaid in from rwo 
to four years. The ordinary business of commercial 
banks is credit transactions for two or three months. 
The Central Provinces and the Madras Committees laid 
^reat stress on the importance of dividing agricultural 
loans into long and short term loans, and recommended 
special arrangements for short term loan business. The 
Madras Committee distinguished these into Crop loans 
repayable in instalments over a period of years out of 
the annual savings of the borrowers and proposed 


I Wolfi Co-operation m Agricuiture, p 262. 
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separation of accounts—separate promissory notes, 
separate ledgers and separate figures in the balaiice*> 
sheets.* The Burma Committee found this elaboration 
in vogue -with the result that no one knew what a 
member owed and the separate ledgers provided 
unlimited opportunity for fictitious accounting ^ a short 
term loan if not repaid was transferred to another ledger 
and shown as fully repaid in the original one and so on. 
They accordingly recommended simplicity of accounts. 
The Indian Central Banking Enquiry Committee notes 
that all the Provincial Committees and almost every 
competent authority on co»operativc credit in India, are 
agreed that the existing primary societies, central banks 
and provincial banks.. . .can supply only the short and 
intermediate credit. The Imperial Bank is prohibited 
from making loans fee periods longer than six months. 
The commercial banks freely grant extensions where 
the security is sound so char it is difficult to determine 
what IS the real period of their loans. The experience 
derived from liquidation proceedings suggests that some 


]. Rule 8(A) of Madras prohibits socieiies, other than land 
mOTtgafie banks and agricultural credit societies with unhniited 
liability, from granting loans tor penoas exceeding three 
years but the Rcgistrai mav by special order extend the 
period to five years in the case of loans for purchase of cattle 
and carts, constiuctioo and repairs of houses, purchase of 
land, land improvement, consliuction or major repairs to 
irrigation sources, liquidaCicu of petty debts, development of 
cottage industries and expendilure on cnarnages The Regis¬ 
trar will fix ihe maximum lending limit of the society for the 
gram of short-term loans and loans repayable after one year 
but within three or five years as the case may be No agri¬ 
cultural credit society with unlimited Inbihty shall grant 
loans for periods exceeding fi%e years 


22 
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commercial banks lock up funds to an extent that is 
undesirable.' 

By banking faciUlies are meant those which can be 
provided without such a "Iock=up" as would impair the 
liquidity oF funds and deposits at call and short notice- 
Where a business requires funds with a longer currency 
than a few months, it is said to require financiaL 
faciliiies^ Thus by a short term loan, a commercial 
banker means one for period not exceeding three months 
'Provided the security is good, he will of course fully 
extend, and it maybe that a loan may run on for long 
periods, but ninety days is the usual period fixed at each 
extension But agnculturc seldom yields any return 
under four or five months, so that six months is almost 
the minimum period. It, on this account, needs a system 
of its own and beyond all doubt the best system ever 
devised for providing farmers with floating capital is the 
system of co-operative credit ’ The existing commercial 
banking system has, in its leading features, been 
gradually evolved to meet the needs of the business and 
commercial world, not of agriculture nor even oF 
industries In the main, it finances not production but 


1 With a view lo enable the Revive Bank to assist 
Stale Co operative Banks lo finance Mnall and medium culti¬ 
vators for the purpose o! becoming shareholders in co¬ 
operative concerns connected with the marketing and proces¬ 
sing of their pioduce (eg. co-operative sugar factories) the 
Reserve Bank Act was amenefeef m 1956 As a result of this 
amendment the Bank will advance loans repasable on the 
expiry of fixed periods not being less than 15 months and 
not exceeding 5 years from the dale of making such loan. 
Loan advanced to a member will be 100 per cent of paid up 
value of the share held upto Rs 500 and 50 per cent there¬ 
after, with the proviso that the total loan will not exceed 
Rs 1000/- Loans will be granted to members (a) who art 
rot defaulters (b) who have sufhcient repaying capacity (e) 
who offer immoveable property as security The rate of 
interest wiff he the bank rate 

2 As defined by the Board of Trade Committee to m- 
vesiigate the question of Financial Facilities for Trade 

3 Herrick p 9 
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distribution. The great maioritjr of farmers cannot look 
forward, as most business and tradesmen do, to having 
a continuous inflow of receipts throughout the year/ bis 
returns are seasonal. It js the length of the period of 
production, i e. the length of time usually required 
before a loan can be repaid from the returns obtained 
by the outlay, that is the outstanding feature of the 
farming industry. Nature herself has fixed these limits, 
which the farmer is almost powerless to alter, whereas 
the manufacturer or businessman can, to a certain 
extent, shorten at will his periods of production or turn 
over his stock moie rapidly so as to fit in with his credit 
requirements.' It is noiewortby ihai Luzatii's People's 
Banks have not been able to render as much help to 
farmers as the latter required or as their founders expec* 
ted of them, for the reason that they do not find it con» 
venient to grant loans for the long periods required by 
agiiculture or else they obtain more profitable employ-- 
ment for the i funds in the cities,* They lend 
for a term not exceeding six months and allow an 
extension for four months upon punctual repayment 
of the original loan To farmers longer terms are 
allowed subject, however, to a maximum of one year. 
The small credit societies, however, are able to discount 
with the central financing banks the bills drawn by them 
on farmers and allow longer periods one year tor loans 
for cultivation, harvesting and purchase of seed and 
manure, two years for loans devoted to buying live¬ 
stock and three years in the case of loans for the acquisi¬ 
tion of machinery.* In Russia. Joans are never granted 
for longer than a year.* In Serbia, the ma.Yimum maturi¬ 
ty for loans is two years, and this cannot be extended 

1 Irish Report, p 11. 

2 Herrick, p 353 

3 Agriculioral Credit and Co-operation in Italy 

4 Herrick, p 398 
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except in case of bad crops, when a renewal of only six 
months is permitted.’ In Portugal, the loans of a hank 
must not be for longer than one year, with a renewal 
for one year more “ 

In Roumania, an Agricultural Loan Office may not 
lend for terms beyond nine months and the law does not 
provide for any prolongation. In India loans under the 
Agriculturists' Loans Act are for short periods of six 
months or one year- In the Central Provinces loans 
under this Act are advanced on promotes which have to 
be renewed every year <this enables the Committee to 
see that the security remains good). 

The Madras Committee on Co»operatlon (1928) 
found that of the amount outstanding with primary socie- 
lies of all kinds on 30th June, 1927, 27’ 47 per cent had 
been advanced for two years i 38'5I per cent had been 
advanced for more than two years but less than live 
years, and that 16‘27 pet cent had been advanced for 
periods exceeding hve years. 

Section 23 of this Act, limiting the liability of past 
members to two years, clearly suggests that, in general, 
loan transactions should be completed within this period 
Liability for loans for longer periods might fall solely on 
the staunch members if others withdrew. 

The Committee on Co-operation advocate by-laws 
fixing standard maximum periods as in Burma : The 
following may be taken as a suitable scale — 

<i) Loans for unproductive purposes .— short 
periods, and, as a rule, not exceeding two 
years. 

(ii) Loans for trade or to enable cultivators to 
secure reasonable prices for their produce 
should be strictly limited to three months 


1 Herfick. p 408 

2 Ibid, p. 423. 
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<iii> Loans for seed, food, cultivation expenses, or 
cattle fodder :—to be repaid after the next 
ensuing harvest. 

<iv> Loans for purchase of carts or cattle, for, liquid 
dation of small debts, and for house^build* 
inj to be repaid in two or three years- 
<v) Loans for liquidation of large debts, purchase 
or redemption of land or expensive improve* 
mentsofland —to be repaid in three or four 
years 

Practically a!) provinces now realise the importance 
of concentrating on the short term or crop loan : the 
Burma Committee recommended that no long term loans 
be given at all J a minority wished to limit transactions 
to crop loans, but the majority allowed intermediate 
loans for cattle, although they stressed the need for 
great care in giving them and considered that loans 
for repayment of old debt, redemption of land, etc., 
should not be given until the society's own capital was 
sufficient to cover such transactions.* 

The Managing Committee should have no discretion 
to vary these terms but may have authority In excep* 
tional circumstances to sanction an extension up to one 
year when the lime for repayment arrives. The society 
should reserve to itself in all cases the right to call in a 
loan at four weeks notice, and to call it in immediately 
when loss is threatened through deterioration in assets 
of either borrower or surety <cf. Raiffeisen Model Arii* 

1 With a view to sliess the importance of short-term 
loans, the Reserve Bank of ladit recommended in 1956 that 
one of the cmena for ptacing a ccQl^^I financing agency in 
class A of Audit classification diould be that at least 50 per 
cent of the loans issued during the jear should be for short¬ 
term purposes 
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cles). It should be at once recalled if it is improperly 
applied. 

In all cases where the period exceeds one year, 
repayments should be made by compulsory annual 
jnstalments and preferably by instalments on each crop.' 
This long period, characteristic of agiicultiirists'loans, 
necessitates special care in the taking of deposits. It is 
noteworthy that there is a considerable feeling abroad 
that Commercial Banks do not give credit for periods 
long enough for all the purposes of trade and it was to 


1. While advances made by pnmary agricultural credit 
societies m Dombay increased from R'. 170 crores m 1946- 
47 to Rs 8 12 cTorcs m 1951-52 those made by primary agri¬ 
cultural credit societies in Madras increased from Rs 5 47 to 
Rs 7 33 crores during this penod. 

Loans advanced by primary agricullural credit societies per 
1,000 rural families in Bombay amounted to Rs 5,690 m 
1946-47 and lo Rs. 18,161 in 1951-52. “Bombay has recorded 
very much quicker progress than Madras during the last few 
years and this penod has, in Dombay, also been one in 
which the crop loan system has been sought to be gradually 
established in deliberate replacement of the older pattern in 
which crediiworih/ness and ownership are more or less inter¬ 
changeable” "This penod saw the emergence of a class of 
adjusted debtors who eould not alienate their lands without 
the consent of debt adjustment boards and who, therefore, 

found It difficult to obtain credit from the usual sources ’’ 

The system of crop finance assuired more significance in 
1948-49 when the re-organised Bombay ‘•tale Co-operative 
Bank and central financing agencies together with pri¬ 
mary credit societies undertook to provide short term finance 
TO all creditworthy agriculturists Instead of fixing credit 
limits on the basis of landed secunty, special efforts were 

made to provide short term credit on the basis qf crop 

acreages and to link the time of repasment to the harvesting 
season fRural Credit Survey. Abridged Report, p 101) 
Darling has pointed out that in 1954 55 Bombay was res¬ 
ponsible for 29 per cent of the total advances to agricultural 
credit societies and overdoes amounted to 38 per cent of the 
amount on loan at the end of the year In 4 years the 
percentage had more than doubled and as with overdoes for 
the whole of India, each vear showed an increase “In 
Bombay in view of the great increase in ovcrducs it is not 
surprising to find that in these five years the percentage in¬ 
crease in outstandings (140 per cent) is much greater than 
the corresponding increase in advances (95 per cent) The 
Bombay figures indeed give one little cause to suppose that, 
as things are at present. larger loans will lead to improved 
recoveries It may w'ell be the reverse” (Darling, p 6) 
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find a retned/ for this that the formation of aBiitisb 
Trade Corporation was proposed- It would give longer 
credits than ordinary banks, and in consequence would 
take no deposits at call or short notice and could open 
no current accounts except for the actual traders using 
its facilities. 

The pressure brought on vtllage ciedit societies 
in India to issue loarts for comparatively long terms is in 
some measure due to ibe absence of other financial 
facilities. In other countries loans are advanced on 
first mortgage of land by special Land Mortgage Banks 
and by Insurance Societies- In America, the average 
period of loans advanced by the latter is five years, 
whereas the farmers, for the purchase and permanent 
intprovement of land, desiie loans for periods of from 
25 to 35 years ‘ 

In Baroda (vide Report for period ending March, 
1921). "As Co-operative Societies cannot in conse¬ 
quence of the limited resources at their disposal, con.- 
veniently afford to make long term advances to their 
members for the liquidation of their old debts, Govern* 
ment was graciously pleased to sanction one lakh of 
rupees to be advanced to ihe Baroda Central Co* 
operative Bank for this special purpose- The Bank 
receives the money from Government at 3^ per cent- 
and lends it to the societies at 5 per cent, while the 
societies m their turn advance the necessary loans to 
their members at 6 per cent.. Similarly a sum of 
Rs- 50,000 has been sanctioned for the Mehsana District 
Co-operative Band for redeeming the old debts of the 
members of the Co operative Societies" 

/’iinciiifliii)’ III repa>meni is a most important point in 
all business and must be rigidly insisted upon. The Com* 


I Huebner, Agneuiturdi Commerce, p 350, Cf Herrick, 
V ^ 
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mittee on Cooperation write that there is no defect more 
prominent or more dangerous to the management of Co^ 
operative Societies in India than the exceeding laxity 
and unpunctuality in the repayment of loans ..unless 
loans are repaid punctually Co-operation is both finan¬ 
cially and educational/ an illusion, and no exertions 
are wasted which aim at ensuring promptitude in this 
lespect...There is nothing in our opinion more important 
to the success of the movement than the provision of clear 
information as to the punctuality or unpunctuality with 
which loans are repaid <para 74>. Punctuality should 
be secured by the application of personal pressure 
rather than by the levy of penal interest (para 76) (no- 
penalty for non-payment can be levied unless this is 
previously provided form the bond or by-laws). Mr- 
WoIfF urges rigorous insistence on prompt repayment. 
The society's educational objects demand ihis. The Banic 
is to make people busmesshke, to teach them to cal¬ 
culate, to make them conscientious. The longer are the 
periods for which the loans are granted, the more in¬ 
dispensable IS It that the debt should be steadily reduced 
as time goes on. This kind of stiictness forms a new kind 
of security Repayments must, of course, be real and 
must correspond with a real reduction of the borrower's 
liabilcies and not be made by a re-arrangement of debts. 

It IS incumbent on the society to accept repayment 
of loans in advance of the instalments due, if this can be 
done without involving it in loss In India, the money¬ 
lender does not Uke payment in instalments where 
security is good he often avoids repayment and the con¬ 
sequent necessity of finding a fresh outlet for his money. 
The society must improve on the money-lender but it 
may happen that, especially in die case of a large loan, 
an unexpected repayment in advance of the due date 
would result in the society having an unwanted balance 
on which it was probably paying interest to the Central 
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Bank. In the case o£ mortgage banks, it is not unusual 
in such circumstances to charge the borrower a sum 
equal to three or six months' interest in order to cover 
the expenses of finding a fresh investment for the money- 

i?efrew<i/s‘ are inevitable where owing to weather or 
other conditions, crops are precarious- The Sixth Con* 
ference (1912) considered that they might be given but 
only sparingly and when good excuse exists and the 
security remains sufficient 

It IS very important to insist that the question of re* 
newal does not rest with the borrower: the consent of. 
the sureties must always be obtanted to the proposed 
extension of their liabiliO’ and ihe hnai decision must rest 
with the Managing Commutee- 

Of the danger of renewals, there is ample warning- 
Mr. Wolff, for instance, says: There is a distinct 
danger in uncalled for renewals. The concession made 
15 very apt to be abused, and from such abuse may 
spring a bad habit, absolutely fatal to any society. ... 
The point is to make sure that the case is genuine ^ 
Another writer says'. The temptation to connive at 
renewals arises naturally wherever the people entrusted 
with the management of the society have an insuSicient 
appreciation of their responsibilities or are not competent 
to discharge them * And again The practice of rene* 


1 By a renevkol is meant the re-nsuing or extension of 
a loan beyond the period for which it was ongjnalU granted, 
without proof that the money wiU be applied to ’ any new 
purpose or that any addiliooal profits will follow from its 
repayment being withheld (Rural Reconstruction m Ireland, 
p 145) Mr E P Stocker, who has served on three Committees 
on Co-operation, would not ‘renew’ % loan but would allow 
the Committee to sanction an extension of the period i e. 
he would not re-issue the loan 

2 Co-operation in India, p 167 But m Co-operative 
Credit for the U S p 15 the same wiiter points out that 
owing to the uncertainty of the fanners return an arrance- 
raent for frequent renewals is necessary 

3 Rural Recoasinicuon ta Ireland pp 145 146 



346 THE LAW AND PRlNapiXS OF CO-OPERATION [ S. 43. 

wa(s IS one of the most insidious evils which may be 
Jjfought about by the complaisance or carelessness of 
the Committee and denotes the beginninff of decay.' It 
should not be necessary to point out that renewals 
form the usurer's favourite means for getting a borrower 
firmly into his clutches * 

The Madras Committee urged that extensions of 
short term loans should only be granted in the case of 

crop failure, m such case they should be freely 
sanctioned The Burma Committee were more 
detailed.—Aff precautions as to amount and period of 
loans will avail nothing if renewals and extensions are 
granted too freely and without just cause. No renewals 
should be allowed. The borrower and the Committee 
must be taught that their original decision as to instal¬ 
ments is a definite promise and a definite oider arrived 
at by mutual agreement, and that any departure from 
these terms should only be sanctioned for thoroughly 
.sound reasons. 

The security for the loan should generally be 
personal. Other kinds are subj'ect to restrictions in 
section 29 (Z) <3>. The Committee on Co-operation 
follow all previous authorities in insisting on sureties for 
every loan. They wme<para65> that the primary 


1 Smith Gordon, Co-operation lot Farmers, p 110. 

2 The All India Rural Credit Survey found with regard 
to financing of primary agncultural credit societies lhal 
■“the picture which emerges is the strikingly different one of 
an arrangement whereby the hotrowee is m effect allowed a 
limited permanent advance which is based on the security oi 
his land and which he usually carries over from year to 
year There is little or no relation between credit and pur¬ 
pose and therefore between short-term and medium term loans 
Sometimes when the administration happens to be insistent on 
compliance with the formal properties « is not unknown for 
^levices to be adopted such as plausible ‘book’ adjustment or 
•temporary repayment’ followed by immediate reborrowing in 
order to make it appear that loans are being repaid annually 
<Arbidged Report, p. 89) 
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security for all loans is personal: by the provision of 
securities recovery is facilitated and a further safeguard 
is obtained against the grant of excessive loans or the 
misapplication of money borrowed and they consider 
that the provision of securities should be the rule in 
India, Madras, however, still lends to a small extent on 
simple bond- 

The chief security in short term credit is of personal 
character. The promise to pay is hacked by the man's 
reputation for ability and willingness to pay. This is 
usually supported by the endorsement of one or two 
other men of at least equal standing.’ If credit is to be 
cheap, the security must be good ^—It has been said 
that the strongest argument in favour of personal credit 
in co-operation is the educative value of co-operation. 
This educative value Is enhanced by the system of 
personal sureties But it is unwise to overburden friends. 
In the Fourth Burma Conference, a sub-committee 
resolved that persons taking loans In excess of Rs. 300 
in Upper Burma and Rs. 500 in Lower Burma should 
be required to execute registered mortgage bonds in 
favour of the society. In some countries the law 
insists on two sureties being taken for every loan. 

The Madras Committee found that 49 3 per cent of 
the loans in primary societies were secured by mortgages 
and 48'4 per cent on personal security They found a 
greater degree of punctuality in the repayment of surety 
than of mortgage loans. A mortgage backing is desir¬ 
able in the case of most long term loans but the Com- 


1 American Commission's Report, Observations, Part I, 
P 15 

2 If we would build for the future «e must build wisely 
In ihe world of finance the comer stone is ever the same— 
security The,only basis lor cheap credit is the security that 
cannol be questioned We should remember that promptness 
IS ihe quickest way to establish a reputation for sewirity AU 
obligations must be met at due date (Saskatchewan Report, 
rp :08 209 
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mitfee issued a warning against the tendencj' of central 
banks and primary societies to consider loans on mort=- 
gages properly secured, and therefore necessitating no 
attention if overdue. The Burma Committee advised 
societies to shun mortgage security, confine them¬ 
selves to personal sureties for all loans, and to protect 
t'lemselves by limiting the loans to amounts and for 
periods for which this security is suitable. 

In its commercial business, a /oint-slock bank insists 
OT security of certain welWefined kinds, but in 
dealing with farmers the peculiar nature of his business 
IS recognised, and loans are advanced fieqiienily on 
personal knowledge of the farmer and his business. Very 
large sums of money are lent, for instance, solely on the 
security of a statement put in showing the extent of the 
holdings, the stock upon the farms, rents and the nature 
and extent of othei obligations A branch manager ts 
nidged by his ability to advise and the success of his 
advice is tested by experience He has to remem* 
ber (hat banks must be liberal m lending where loans 
aie justifiable, and that they cannot avoid sharing m the 
lisks inseparable from all business enterprise but ability 
is shown in the choice of the risks. At the annual general 
meeting of the Westminster Bank in 1923 it was stated 
that "41 per cent of the farmers who borrowed of us 
ceived credit on that personal knowledge by our managers 
and the great care they exercise in selecting suitable 
cases for loans are reflected rn the very small losses."^ 


1 “While m theory co-operalive credit is personal credit 
based upon ihe character and repaying capacity of the cultivator 
the Survey data reveal ihat in actual practice a high proportion 
of the advancM in many Stales » against the security of 
vjiriQveaJjle property The cla.ts wise distribution of co¬ 
operative finance is predominantly in favi^ir of thp large cultiva¬ 
tor, Whereas the average borrotwng from co-operatives per 
family in the case of big cuItfvator3 was Rs 21 as against 
Rs 3 7 and Rs 1 9 in the eases of medium and small cultiva¬ 
tors respectiveh 
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Qualificaiions of SHre/i'«— The sureties must not 
merely be solvent, they must be known from their means 
10 be sood for the amount <Raiffeisen rules). Even this 
is not enough, for if security is to be taken it must be 
adequate. in deciding whether a surety is good the point 
to be kept in view is not the sum which might be squee^^ 
zed out of him by distress and sale but the sum which 
he could at any time pay without serious inconveni* 
ence. A safe rule is to accept a man as surety for a 
sum equal to one»tenth part of his property, for the 
payment of one=tenth will be quite a sufficient loss for 
him to bear- 

In assessing a man's value as a surety, his liability 
to the society as a borrower must be deducted The 
Irish rule provides chat no member who is in possession 
■of money lent to him by the society shall be accepted as 
surety for another membei requiring a loan, unless the 
Committee are unanimous that it is safe to do so- 

The acceptance of personal sureties is apt to be 
regarded by commercial banks as an element of weakness 
in co-operative credit: such banks regard government 
paper as the most acceptable form. Avery mteiestmg 
•comment on this point is provided in the Report of the 
Punjab Banking Inquiry Committee <para 159) where it 
IS stated that the loss to eleven Central Banks fiom 
depreciation of govemmeiil paper is more than the total 
amount that has had to be written off by all central 
banking institutions in ten years on account of their 
loans to societies 

The rapid fall in the value of wheat and cotton 
■stored in elevators and godowns, on which loans had 
been advanced, is another instance of the care required 
in any discussion of the relative utility of differing forms 
of security. 

Non members are not desirable sureties Uttar 
Pradesh Conference held that though ordinarily the 
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sureties themselves should be members, non*members 
should not be debarred, but the real idea of sureties is 
that they should watch over the utilisation of the loan 
and so should be members. The Fourth Conference 
<1909) endorsed this view There is risk in accepting 
non=members as these are not amenable to the discipline 
of the society and cannot be dealt with under the 
arbitration piocedure.* 

With this view Mr Wolfif disagrees: It is not 
necessary as some Indians stipulate, that the surety 
enlisted should be a member of the society. It vill be 
quite sufficient to know that he is "good". If not a 
member, be will, by his liability engaged, by adding a 
new outside buttress to the fabric of the society, 
pledging more money fonts liabilities.* And again— 
It is a mistake to suppose that the sureties must needs 
be members of the bank The bank should give only to 
members, it may take from anyone. In truth, a surety, 
being first approved of course, not being a member of 
the bank, rather tends to strengthen the bank, as 
buttressing it with outside suppoit. The one thing 
needful is that the surety be sufficient for its purpose 
and that its willingness to serve should be ascertained 
beyond doubt * In actual practice, it is more convenient 
to have, as sureties, members who have already been 
selected for honesty and character Bonds signed by 
non^members as sureties are not exempt from stamp* 
duty Inspire of the great authority against it, the best 


1 U P Rule 70 prohibits loan on a bond secured by the 
suretyship of a non-member except with the permission of the 
Registrar 

2. Co-operation m Tndia. p 166 

3. Co-operative Ciedu for the U S. p 53 
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general lule is that sureties must be members.* The 
Bombay Conference IKO recommended that the 
Local Government should issue a rule prohibiting the 
acceptance of non=members as sureties by all Co*^ 
operative Societies and the Local Government has no^' 
done this "provided that the Registrar may, for special 
reasons exempt any society by name from the operation 
of this rule". It is pointed out that the acceptance of 
non^members would enable societies to advance loans 
with greater safety to members of joint families, as the 
other members of the joint family could then be made 
sureties for the loan advanced. 

Mr. Dailing<Ch I of his Report) writes In Saxony 
as in the Punjab, only members are accepted as- 
sureties, but elsewhere m Germany there appears to be 
no obiection to the non*member surety provided he 
belongs to the same village and is well known. 

Loans on trust without sureties are permitted in 
Italian Populai Banks subject to strict conditions. The 
poor person must usually be lecommended by two 
parties and he must have a good reputation for honesty 
and mdustiy, he must be engaged in some business or 
industry and he must be able to read and write. These 
loans aie limited to about sixty rupees, the maximum 
peiiod IS one year and no second loan is granted to a 
bonowei V ho has not been punctual with his instaU 
ments Moi cover no second loan is granted until two 
months after repayment of the formei one. 

Where immoveable property is accepted as secuiity, 
the \ aiue of the property should be twice the sum lent: 


i ffernefc. p J90. writiog of riiraf Co-operative Credit 
Societies, under ihe Danish law says ‘no secunti is allotted to 
be taken’ The financial standing of a member is determined 
b> ihe registered cattle he owns, and the extent of his credit 
is Rs 40 per head 

Mr Strickland did not find this to be the practice now 
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except where the period is short and repayment is by 
frequent (e.g. monthly) instalments. 

Interest on loans cannot be fixed by Local Govem- 
■ments but the Committee thought the rate should be 
entered in the by-laws and made unalterable without the 
sanction of the Registrar. 

The rate should be fixed in conformity with the 
general object of all co-operative associattons, namely, 
the rendering of the best possible service at the lowest 
.possible rate. It must be sufficient to pay expenses. 
Whether it should be higher than is necessary for this 
purpose is a matter of policy. In India, it is generally 
considered desirable to fix a rate high enough to allow of 
a margin of profit which swells the reserve fund and so 
protects the unlimUed ((ability and incteases the financial 
stability of the societies In Europe, this formation of 
a reserve fund is not considered so necessary, and 
■societies work on the lowest possible margin over the 
interest on money borrowed. Generally the rate on 
loans is from one half to one and a half per cent more 
than the rate paid on deposits. In some countries 
(Rumania, Italy, Hungary, etc.)' the State insists that 
the rate shall not be more than one or two per cent 
above the discount rate of the State bank or above the 
rate charged by the central financing agency. The 
general question has already been dealt with. 

The Government of India rejected the suggestion to 
prohibit compound interett, because when fairly used, it 
is just: prompt recovery of debt is essential to the work¬ 
ing of societies. There is danger that they may be too 
.slack m dealing with their friends and neighbours and 
compound interest will provide a useful stimulus to the 


I Cf Herrick, pp 330 360, Oullin 

System^, p 19, Monograph, and Nicholson. 


of European 
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iJebtOfS.* Against this view may be set the general ex» 
perience that toleration of avoidable arrears on any terms 
encourages a thoroughly wrong attitude towards them. 

(p) provide for the formation and main 
tenance of reserve funds, and the 
objects to which sudi funds may he 
applied, and for the investment of 
any funds under the control of the 
society , 

See section 33 and notes, also notes to clause (r> 
post 

Reserve funds may be of two classes .—A general 
reserve IS an amount set aside out of profits to provide 
additional working capital, or to strengthen the liquid 
resources, and to be available for contingencies. A 
specific resene is an amount set aside out of the profits 
to provide for some probable or estimated loss on the 
realisation of certain assets <e g. investment depreciation) 
or in respect of pending transactions (e g. bad debts). 
The Indian Genital Banking Enquiry Committee recom* 
mended that central banks should stait bad debt funds 
by carrying a reasonable amount of profits to them 
in addition to the statutory allocation to the reserve. 
The practice in lomt'Stock companies may be thus 
stated ••—Where additional working capita! may be 
usefully and profitably employed in the business, it is 
sound financial policy to leave such profits (general 
reserve) m the business. The fact that the reserve 
is not invested, but is retained in the business, ts not by 
any means a sign of weakness. But a revive fund 
invested in gilt-edged securities, forming realisable 
assets that can be utilised at any moment shCuld there 


1 Sir Ibbetson—Ray, p. 272. 

:3 
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be a sudden call upon the business, is a source ol con=- 
siderable strength. A general reserve invested outside 
the business is called a Reserve Fund. When the reserve 
IS not represented by specific investments, it is better 
called a Reserve account.* 

The Raiffeisen model articles make the reserve fund 
indivisible and prescribe that on dissolution it should be 
handed over to a Central Bank at compound interest 
until one or more new societies have been formed on 
Raiffeisen principles, covering substantially the same 
area as the old one . or it may be handed over to the 
communal fund and the interest may be de\oted to 
objects of public utility. In India and other countries, 
on dissolution, it must be devoted to some useful pur' 
pose in the district in which the society operated. the 
purpose is to be determined upon by the meeting at 
which the dissolution of the society takes place. The 
English model rules contain the same provision. Mr* 
Wolff* writes: "the reserve fund is by standing rule 
made the collective property of the bank, never to be 
shared out, not even in the event of the dissolution of 
the bank, lest there be a temptation to liquidate for the 

sake of the spoils.While the bank exists the fund 

may be drawn upon to make good deficiencies. Should 
the bank be wound up, it is to be handed over to trus»- 
tees for suitable public employment"* 

The reserve fund of societies of Iimiied liability, 
holding deposits from non-members, should ordinarily 
be invested outside the movement Where there are no 
deposits from non*members this is of less importance, 
and where there are no deposits at all the society has 
no liabilities and can use the reserve fund in its ordinary 

1 SpittT atnl Pratltesit AvtS-Aitie JtiJ EdTi p 

150 ff 

2 Co-operation in Agriculture, p 268 

3 In Serbia the reserve fund on dissolution is turned 
over to the Central Bank. Hernck. p 40 
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business. In societies of unlimited liability, the reserve 
fund may be used as ordinary working capital.* 

Tbe usual rule is to treat the reserve as indivisible. 
In a secondary society composed of primary societies 
as members, it may be divided amongst them on 
liquidation. In the ordinary social club the reserve fund 
<or surplus assets on liquidation) cannot be divided 
amongst the members. 

The Committee regarded it as most advisable that 
there should be a buttding=up of reserve funds with the 
help of a large margin of inierest.* Where there are no 
shares, this course should be adopted, but where there 
is a considerable share»capital, one*fourth of ihe profits 
earned by its employment must by law go to reserve 
and there is accordingly less need lor a large margin of 
interest. It cannot too often be urged that co-operative 
cffbri aims at rendering the best possible service at the 
lowest possible rate. An accumulation of profits under 


1 U P Rule 83 tay$ down that while ordinanly the 
reserse fund in a primary society with limited babihty should 
be invested outside the sociely “the Registrar may permit a 
society which is entirety or substantiaKv working with ns own 
capital to utilise a specified poriion of its reserve fund in its 
own business ’ 

2 Compare the following —‘tl is not the object of 
peoples banks to gather from their members more interest 
chan IS necessary (0 secure tbemselves an assured existence. 
They exist for the good oJ Ibeir borrowers (Dupcrnex p 19) 
The Belgian law forbids the accumulation of indivisible 
reserve (Herrick p 305) There are co-operative banks which 
have rapidly grown strong by designedly charging members, 
with the members consent, in early years a rather higher rate 
of interest on loans than would have been strictly necessary, 
for the sake of creating a fairly substantial reserve fund which 
places a bank above danger and greatly increases confidence 
in it That temporary viflirg sacnhcc has well repaid itself 
(Wolff Co-operative Credit for the U S. pp 44-45) As time 
goes on the reserve fund is to serve as an endowment for the 
bank, become its capital.—capital of guarantee at first to 
attract other money , afterwards also working capital so that 
in that case the ideal of some men (M Luzatti among the 
number) would be realised, of a fund being m existence 
sub)fci to colleciive ownership only and therefore permanent 
(Ibid p 127) 
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Ae name of a reserve fund becomes liable to objection 
if the sum is in excess of that required to ensure financial 
stability^. But the result is much the same as if a mem* 
ber had to contribute to the share*capital in proportion 
to his borrowings- In the end, it is less a matter of 
principle than of practical expediency and experience 
inclines to favour the accumulation of a reserve in the 
earlier years, followed by a reduction of interest when 
the fund is sufficient to protect the unlimited liability and 
to secure financial stability. 

Linder the new French Law, 75 per cent of the net 
profits, after paying interest on the shares, must go to 
the reserve fund till it amounts to twice the share-capital 
and 50 per cent thereafter. 

The Madras rules are as follows: — 

IX (a) In societies with shares and unlimited liable 
lily, not less than one-half of the net profits shall be set 
apart as a reserve fund until that fund is equal to one- 
half of the total (labilities of the society other than re¬ 
serve and share-capital.* When that proportion has 
been reached, not less than one-third of the net profits 
shall be added to the reserve fund, provided that if, by 
any increase in liabilities other than reserve and share- 
capital, the proportion of reserve fund to such liabilities 
js again reduced below one-half, the share of the 
net profits to be credited to the reserve fund shall 
be raised to one-half until the portion is restored. 
The balance of the net profits, after one-half or one- 
third has been credited to the reserve as above provided, 

1 Mr. Wolff would approve ot ihis no maximum shouU 
be fixed to ihe reserve fund, at any rate, proportioned to the 
share capital For it is not the amount of share capiial 
v^hich comes into account in determining the proper figure 
foe the reserve fund, but the volume of outstanding Iwbilii(« 
"which there may be to meet fCo.operaiive Credit for ine 
U. S , p 66) 

2 Bengal also has this rule 
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may be divided among the share-holders, sub;ect to a 
maximum of per cent per annum on the paid-up 
value of each share. Islo dividend shall be distributed 
without the previous sanction of the Registrar.* 

In societies with shares and limited liability, not less 
than one-quarter of the net profits shall be carried to 
the reserve fund and the balance may be used in such 
manner and for such purposes as are prescribed by the 
by-laws of the society, (1) provided that no society 
shall pay dividend to its shareholders at a rate exceeding 
9 per cent per annum on the paid-up value of each 
share or set apart more than 7i per cent, of the net 
profits for a common good fund, and (2) provided also 
that any profits not allotted in the manner aforesaid 
shall forthwith be certified to the reserve fund (Thiift 
societies aie exempt from building up a reserve fund if 
they do not borrow from non-members nor tend to 
members). 

(b) Societies with shares and unlimited liability^ 
registered as uiban societies under India Act X of 1904, 
may continue to divide profits in accordance with their 
by-laws as they stand at the present date/ but they shall 
not increase the proportion of net profit to be divided 
among the members except in accordance with the fore¬ 
going provision 

(c) No bonus, which, when added to the dividend, 
brings the total of bonus and dividend above the maxi¬ 
mum laid down in clauses (a) and (b> shall be allowed 
but in the case of societies with shares and unlimited 
liability, the Registrar may sanction the payment of 
honoraria, on a moderate scale, to the office bearers of 
the society. 


J Bengal Rule 93 (2) lajs <ta«n that in every co-operatnc 
society with unlimited liability and niibout shares not le-»s 
than three fourth^ of the net profits in any year shall be 
earned to ihe reserve fund 
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(d) Should a society, whether with limited or un* 
limited liability, which is competent either under the Act 
or under the present rules to divide a part of its net pro* 
fits among its members elect to appropriate such portion 
or part thereo to a "common good fund/' the purpose 
designated by the expression "common good" shall be 
clearly defined in the by-laws of the society and it shall 
not be other than a charitable purpose as defined m sec¬ 
tion 2 of the Charitable Endowments Act, 1890. 

X. The reserve fund in a registered society shall be 
invested or deposited in one or more of the modes men¬ 
tioned in section 32, sub»section fO clauses (a), (bh (c) 
and (d) of the Act provided that when the reserve fund 
of a society exceeds 20 per cent of its wording capital, 
the excess may, with the sanction of the Registrar, be 
used in its own business Distributive societies may use 
the whole of the reserve fund in their business. Other 
provinces have—All societies shall hold such percent¬ 
age of their reserve funds in separate investment as the 
Registrar may from time to time prescribe 

Most provinces have a clear rule s The reserve fund 
shall be indivisible and no member shall have any claim 
to a specified share in it 

"Indivisible" here means amongst the members 
Uttar Pradesh rule. "Provided that in the case of 
re-organisation of a society into two or more societies, 
the reserve fund of the parent society may, with the 
sanction of the Registrar, be distributed equitably with 
regard to the condition of each society to form the 
reserve fund of the new societies." 

Generally all profits not divided under section 33 or 
34 must go to reserve in a limned liability society rule 
(WairasV app'ntrs. Vn ViafoA'Ay it. 

may be used as the Registrar directs <e g-, in the business 
of the society). On dissolution it should be applied to 
discharging liabilities (after the enforcement in full of 
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the liability of the individual members—Central 
Provinces), repayment of share*capital paid up, and, 
if for any period no dividend has been paid from profits, 
10 the payment of a dividend for such period at a rate 
not exceeding 10 per cent per annum 

The balance should be applied to such local obiecf 
of public utility as may be selected by the Committee 
and approved of by the Registrar. If within three 
months of the dissolution of the society the Committee 
fads to make any selection that is approved of by the 
Registrar, the latter shall cither credit the above* 
mentioned portion of the reserve fund to the Co* 
operative Society/ if any, to which the society is 
affiliated,, or shall place the amount on deposit In some 
co-operative or other bank until a new Co-operative 
Society with similar area of operations is rej’istercd, in 
which event it shall be credited to the reserve fund of 
such society (Rules of the Punjab, Uttar Pradesh and 
Central Provinces). 

Madras, however, allows the Registrar, as an 
alternative, to use this balance m supporting Co¬ 
operative Societies m the neighbourhood. 

The English model rules allow 5 per cent mtcrest.on 
share-capital, and the balance of profits must go to the 
reserve fund until this equals the share-capital There¬ 
after 5 per cent of the profits may be paid to the w orkers 
employed by the soaety and the remainder <in non- 
credit societies) may be distributed amongst members 
on the Rochdale plan. In credit societies all surplus 
profits go to an indivtsible reserve fund. 

As 10 the employment of the resene fiinrj, there is 
some diversity of opinion Its first function is of course 
to cover bad debts. Bombay has a rule-—Bad debts 
may be written off against the reserve fund of any 
society, and, in the case of liroiicd liability societies, if 
the bad debts exceed the reserve fund, the balance 
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remaining may be written off against the share^capital 
of the society. 

Provided that (i> no bad debts shall be written off 
without the sanction of a general meeting/ <ii> before 
any such debts are so written off, the society, if it is 
affiliated and indebted to a Central Bank, shall obtain 
the approval of that Central Bank m writing, which 
appioval shall be given after consultation with the 
Assistant Registrar, and shall be countersigned by him- 
If the society is not so affiliated, or if the society is so 
affiliated and is not indebted to the Central Bank, it 
J hall first obtain the approval of the Assistant Registrar 
in writing/ and <ui> if the society itself is a Central 
Bank, the approval of the Provincial Co-operative Bank, 
given in consultation with and countersigned by the 
Registrar, shall hrsc be obtained 

The Maclagan Committee recommended that 
primary societies should be allowed to use their reserve 
fund in then own business. The Central Provinces 
would put all leserve funds at the disposal of the Ccntial 
Banks to serve as fluid resource to the whole movement 
Bengal prefers that the reserve funds should be invested 
through Central Banks in a readily realisable form and 
as fai as possible outside the co-operative movement. 
Madras does not think it desiiable that primary societies 
should be allowed to use their reserve funds in their 
ordinary business. Their reseive constitutes their only 
Item of fluid resource and is lodged with Central Banks, 
which are in a position to return it, in whole oi in part, 
to the primary societies at a moment's notice . the 
continuance of this stale of things seem essential as a 
means of enabling primary societies to meet unexpected* 
ly heavy demands and also as a means of providing a 
readily available asset in the event of their insolvency • 


' L Cf Opmrons published in ihe Gazelle of India . 
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Where the reseive fund Ss but a fraction of the total 
(labilities u must be carefally preseived . vrhere it 
amounts to a large proportion of the total liabilities 
there can be little objecuon to its free employment as 
working capital- 

The Madras Committee, therefore, recommended 
that where the reserve fund of primary societies exceeds- 
20 per cent of their working capital, any excess may be 
used by societies in their own business. The new rule 
has been reproduced above.' 

The writer of this book has repeatedly requested 
defenders of this attitude to take pencil and paper and 
show how the position of the piimary credit society is 
m any way strengthened or improved by refusing to 
allow It to use its reserves in us own business. The 
above rule seems to him merely a device to enable the 
financing bank to make money at the primary society's, 
expense. He has never heard from any source a single 


1 Tbe Reserve Bank liev directed that the reserve fund of 
primary co*opeiauvc socieiics and central cooperative banki 
should be invested ouiside their busiress until such time as 
their statutory reserve funds were equal to their paid-up 
share capital Thereafter the surplus might be utilised in 
the business of (he respective institutions (n (he case of 
pnmary credit societies the reserve fund <hould be invested in 
the central co-operative bank to which thci arc affiliated In 
the case of central co operative banks it should be invested 
m the Slate co operative bank to the eMcnt of at least 50 per 
cent, the surplus being invested in Ciovernroent or Trustee 
securities At the apex bank level reserve fund should he 
invested outside securities" 

(Circular letter No ACD -(»8 dated 18lh April, 1956) 
Darling has observed that the investment of reserve funds 
of pnmary societies in their own business in undivided 
Punjab "facilitated the building up of then own funds and in 
doing so It helped to protect their members against the risks 
of unlimited liability Moreover, in making societies more 
dependanr on their onit resemees, it tea<led Co nuke thern 
less dependent on others ” He has further suegested that it 
the reserve fund has to be mvesCed m tlie Cewfal bank so as 
to be available in an emergency, it should not be empiojed 
by the bank in its own business but kept m sorre liquid form, 
the total amount to be m addition lo Ihe fluid resource to- 
cover ordinary deposits. 
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sound argument in its favour- Bombay has a rule: The 
-reserve fund of any registered society may be utilised In 
the business of the society or be invested or deposited 
The Registrar may, for reasons to be communicated in 
writing to the society, by general or special order, 
direct that the fund be deposited or invested. The 
Indian Central Banking Enquiry Committee wrote that 
jt was safer to keep the reserve fund invested in the 
Central Banks and not to permit the societies to lend 
Jt to their members. The opinion might have carried 
-more weight if the Committee had illustrated it by 
specimen balance--sheeu of a society at, say, ten-yearly 
-intervals. 

The object of the lescrve fund must not be illegal, 
otherwise the society may be cancelled (English Acts). 
Any allocation of this fund to objects not specified in 
the by-laws would be illegal For instance it should 
not be applied to political or purely religious purposes, 
such as a home for decrepit cows. 

(q) ijrescnbe the extent to which a 
society may limit the numbev of its 
membeis , 

In Germany, Belgium, Austria, Italy,' Greece, 
California,* Alberta, etc-, the law only applies to 
Co-operative Societies which do not limit the number 
of their members’ and it is very important that Govern¬ 
ment should have the power to make rules to prevent 
societies from becoming close corporations for the 
benefit of a few individuals, who may develop into pure 


1 Societies may prescribe coodilions for the admission of 
new members, they may nit absolutely veto such admission 
by fixing on a certain number which may not be cxceedeo 
(Monographs II, p 128) 

2 Powell, p 47 

3 Japan seems to be exceptional as its law a 

society to limit the number of members Herrick, p 434 



s. 43. 1 RULES 363 

dividend hunters. It is a condttion of the enjoyment 
of concessions fiom the State that they he open to all. 
For instance, English stores societies would become 
liable to income=tax tf they limited the number of their 
members. They adhere to the old principle that the 
share-list shall never be closed ’ A Co=operative 
Society which does not care to receive new members^ 
but prefers to make profit at the expense of outsiders, 
IS a Co-operative Society in name only. The principle 
of free admission to a Co=operative Society for all 
willing to join IS chaiactenstic. Ii would be considered 
directly contrary to the idea of co»operation if a society 
were to fix in its statutes the number of members so that 
It would be impossible to increase them.® The true 
Co-operative Society is open to all who have the 
qualifications—no one is to be excluded because he is a 
big farmer or a little farmer or a tenant farmer or for 
any other reason. The membership must not be 
exclusive. It must be democratic. It cannot take in a 
certain group and leave another group out. provided 
they all have the same needs to be met.* No bonafide 
applicant of good character resident within the area of 
Its operations should be refused admission * There is a 
certain temptation, when a society is prospering as the 
result of a few men's work, to exclude new-comers in 
order that they may have no share in the profits—but 
there can be no worse abuse than this of the co¬ 
operative principle * The above quotations make it 
clear that no arbitrary limit should be permitted to the 
number of members and the first (1906> and second 
<1907) conferences of Registrars adopted this view 


1 Cf Schloss on Induslnal Co operaiion, p 347 

2 Co-operation in Finland, p 18 

3 American Commission Obsersaiions, Part I p 20 

4 Smith Gordon, Co-operation for Farmers, p 8 

5 Ibid, p 75. 
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The Committee also regained from suggesting a definite 
numerical maximum but thought that a societ>' is apt to 
become unmanageable if its members exceed a total that 
might var>'from 50 to 10(X* Unfortunately this \ery 
important principle that co-^peraticn must be open to 
all has sometimes been ovetfooked. The Bengal and 
Central Prosmces model by-lavs, restrict the number 
of members in a credit society to 50, which is not to be 
exceeded without the written sancuon of the Registrar. 
The Bombay rules <1916) prescnbed that a credit 
society shall make a by-law in respect of the maximun 
number of members that may be admitted but this was 
soon abandoned.^ It, however, stil) requires a by*law 
to be framed fixing the maximum number of members 
that may be admitted <I927>> In many Central Banks 
a limit has been imposed to the number of shareholders 
with the result that the new societies sometimes cannot 
obtain a share. So long as the number of shares is not 
limited, their salue cannot go above por, the dividend 
15 automatically Kept down to a rate approximating to 
the interest rate on deposits and members do not regard 
the reserve fund as their property. Restrict shares, 
and therefore membership, and all these evils follow. 
There should be cue general rule- No sociery shall 
fix any limit to the number of its members And to 
this there might be the single exception permitting 
Central Banks to limit the number of individual members. 
But Bengal has a rule imposing a limit of 50 in the case 
of societies with unlimited liabilitv'. without the sanction 


1. The a^e^afs for rural owlit societies in other couatnes m 
1937 was Gennars 94 , India, 41 United Kiajdom. 84 . Japaa. 
105, Russia, 76 Austna *30, Ilal>. 40 to 60 Finlard, 

to 50 Th« aseraje metabenhip per agncultural credit 
soaets m India in 19^4 5 was 43. in Madras 103. Trasaneore* 
Cochin 165, and in the remacung Slates it m below lOn 

2. See Annual Repon lor 1919. para 14 It has been 
found unworkable ard has been definitel} abandoned 
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•of the Registrar- The number of nse/nbers may be 
restricted —• 

<I> by the conditions imposed in section 6, i-e., 
by the exclusion of certain classes or descrip.= 
tions of people/ 

<2> by careful selection of applicants for election, 
but a mere desrre for exclusiveness must be 
no ground for rejection, 

<3> by fixing a minimum number of shares to be 
taken up or <in a trading society) a minimum 
amount of purchases to be made. 

The most satisfactory method of preventing a society 
from becoming too unwieldy is to restrict ihc area from 
which members may be drawn-' 

The question is of importance m the case of credit 
societies where mutual personal knowledge is essential, 
but laige membership is not generaUy regarded as a 
■draw.»bacli in other societies such as stores and supply 
societies- 


] Under the Second Five Year Plan it is proposed to 
organise large-sized credit societies with limited liabilitv 
serving groups of villages liavirg a membership of 500, a 
minimum share capital or about Rs IS 000 and a total 
annual business of about Rs 1 5 lakhs Commentiris on this 
proposal Sir Malcolm Darling has observed — ‘For an 
urban or scmi urban banit where the co-operative spirit counts 
for lifjle and bujincss comenience for much, larger numbers 
may he desirable but it the ordinary village tbnfi and credit 
society IS to be tcul> co operative then 500 seems to be 
excessive I am fortified m thw ofin'on by the f,.ct that in 
1955 the average for West Germany's 11,000 village banks 
was 155 and foi Switzerland’s 1000 only 110 Indeed two- 
thirds of the latter had less than this ’ (Report or certain 
aspects of the Co-operative Movement in India, p 10) 

The Second conference of Stale Ministers on Co-operation 
held in July 1956 recommended that while the principle of 
State partnership and financial assistance Cot the managerial 
staff will be extended only to large size co-operalise societies, 
“the formation of smalle- societies at village level with 
fair prospecis of functioning as effective onus may be permitted 
consislentli wiih mam programme Small societies should, 
hoiieier continue to receivi firaflcial and other assistance as 
-at present and should also be strengthened ’’ 
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(r) prescribe the conditions under 
which profits may be distributed to 
the members of a society with un¬ 
limited liability and the maximunv 
rate of dividend which may be 
paid by societies , 

Distribution of profits in unlimited liability societies— 
This IS to enable Government to check any profit*- 
seeking tendency.* Raiffeisen was opposed to any 
division of profits by way of dividend and under 
this clause Government can by rule prevent share*^ 
holders from dividing amongst themselves the surplus 
which should be employed m cheapening the services 
performed by the society. The general rule <section 
33> is that a society with unlimited liability should not 
distribute profits among Its members Under section 
8 of the former Act no rural society could distribute 
profits until the reserve fund had attained certain 
proportions and the rate of interest had been reduced 
to an extent determined by rules or by-laws The 
Government of India did not intend that profits of a 
society should he divided except where there are shares 
Under the Friendly Societies Act, societies with 
unlimited liability may not distribute profits so long as 
they receive deposits from non*members 

In the Punjab, societies of the old type can pay a 
dividend aftei 11 years., but the general tendency is to 
make profits indivisible In Bengal, m societies with 
shares and unlimited Iiabihty, a dividend can, with the 
sanction of the Registrar, be distributed on shares up to 


1 The Law of Nebraska (USA) tJefines a cooperative- 
association as one which authonses the distribution of its 
earnings in part or wholly, on the basis of, or m proportion to. 
the amount of properly bought from, or sold to the members, 
or of labour performed or other service rendered to the 
corporation (Powell, p 46) 
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a iTJaxjmum of 9| per cent of the paid-up portion. In 
Uttar Pradesh such a distribution can only be made 
aftei ten years and on fully paid-»up shares. 

Maximum rate of dividend*—As profit-seeking is to 
be avoided, there is a general consensus of opinion in 
favour of a strict limitation of the dividend. Mr. Wolff 
•writes. Unlimited liability forms a temptation to the 
allowance of a large dividend to capital It has become 
very general and is answerable for a great deal of bad 
practice. The co-operative principle is that capital 
should receive exactly the interest which is usual for it 
in the market and no more so that a maximum is fixed... 
There must be only one interest in the bank and that 
the consumers.. Co-operative institutions belie their 
own character and obiect in allowing profit beyond the 
current rate of interest to capital. 

The Committee held that in all ordinary cases a 
maximum limit should be fixed so as to prevent the 
neglect of co-operation in favour of individual profit. 
The maximum suggested was the ordmaiy rate charged 
by a society on its loans. Jn the case of Central Banks 
it might be two Of three per cent over the rate paid on 
deposits.' The Committee would have adhered more 
closely to established precedent if they had advised that 
the dividend in primary societies should not exceed the 
rate paid on deposits. In Bngland, the maximum divi- 


The Government of India have approved of this 
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-dend on capital (usually called interest) is now generally 
five per cent-^ 

The Sixth Conference of Registrars recorded the 
■opinion that dividends should be limited by rule of the 
Local Government, so as to strengthen the hands of the 
Registrar. This has been adopted. Burma allows 20 
per cent, Bihar and Orissa 12i, the Punjab 10, Coorg 
10, Madras 9.* Bombay in its new Act fixes the 
-maximum at 10 percent- But it omits the restriction 
<3n a bonus and a bonus is not uncommon. Uttar 
Pradesh limit it to 10 per cent on the share*capital 
actually paid up, provided that if in a District or Central 
Bank the accumulated reserve fund exceeds one^quarter 
of the nominal sbarc*capual of the bank at the time, this 
hmit may be raised to 12 per cent by special order of 
the Registrar In Bengal, in limited liability societies, a 
dividend of 12^ per cent on the amount paid up is 
allowed, but the Registrar can sanction more than this. 
In some provinces <Bufma and Madras) the by-laws of 


1. Bombay Rule 24 lays down ihat no Consumers’, Pro¬ 
ducers’ or Housing Society 'hall piy dividend exceeding 6} per 
cent on paid up shares If Ihe society is unable to pay at 
this rate in any year it may make good the dehcit by pa>ing 
the difference out o{ profits m tuture years No Resource 
or General Society sbaJI without (he previous permission of the 
Registrar pay dividend exceeding per cent Such society 
may credit in any year a sum not exceeding 2 per cent on the 
paid up share capital to a fund called the Dividend Equalisalion 
Fund until the total amount in such Fund amounts to 71 per 
cent of the paid up share capital Tills Fund is mainly to be 
utilised for payment of dividend 

2 Madras Rule 12(a) fixes the maximum of the rate of 
dividend payable m di/Tercnt classes of societies (I) Madras 
3tate Co-operative Bank —9 per cent per annum on the paid 
up value of each share (21 Other financing banks—5 pec cefli 
(excluding preference shares) (3) Other societies with limited 
liability—6i per cent (4) Society with share and on unlimited 
liability basis— 6i per cent In Bengal (Rule 9X) Co-opcralive 
society with shares may declare dividend tipto 9 per cent bui 
no dividend shall be paid by a society with shares and 
unlimited liability wnhout the previous sanction of the 
Registrar. 
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a few central banks contain provision for payment of 
Klividends to individual sbare^hoMers in preference to or 
at a higher rate than society share»holders. Where the 
former retain full voting power for the ejection of the 
■directorate, this distinction finds little support amongst 
5ood co-operators but where they have lost control 
owing to the growing voting power of society^members 
it may be less obiectionable to treat them as preference 
share-holdeis- The French law of 1894 relating to 
Societies of Credit Agncole prescribes that after pay* 
ing expenses and interest on loans and capital, three* 
fourths of the profits shall go to reserve and the balance 
shall be divided between the agricultural associations 
and between their members m proportion to the profits 
■derived from their respective operations, li shall not 
in any case, be divided in the form of a dividend bet* 
ween the members of the society. As Sir F. Nicholson 
remarks this is the oeiginai Rochdale principle. The 
Rochdale Pioneer’s tules were that the share*capital 
should beat a fixed rate of interest and profits should be 
divided pro rata upon the amount of the purchases made 
by each member (market-prices being charged original 
iy) This IS now known as the patronage rule.' In 
England what is allowed on capital is called interest 
and not dividend. This latter term is used to refer 
to the rebate granted to purchasers. The English 
Congress (1903) resolved that abnormally high dividends 
are injurious to the progress of the co-operative move* 


1 Under Madras RuJe 12(c) a socretv other than a credit 
society (such as a Co-operative Stores. \Seavers* Society etc) 
may pay, in accordance with its hy-Iatre, bonus to its members 
based on the esiesl cl bvsincK deme bj- those membecs »rfh 
Jt subject to a maximum of 25 per cent of the net profits In 
U P {Rule 81) bonus may be distnbuted viith sanciion of the 
Registrar (i) jn a society the prmcipat business of which is 
production or distnbution {ii) to members on their non- 
credit dealings with the society and (in) to the extent of half 
the profits available for distnbution 


24 
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ment, as the payment of such dividends involves the 
charging of high pi ices, which has a tendency to dimi* 
nish trade and to exclude from the benefits of co*opera» 
tion those for whom its advantages are chiefly intended. 

puts the maximum at half a crown in the pound or 
per cent. The resolution with necessary verbal 
changes applies to credit societies. This difference 
between interest on capital and the bonus to members 
is important. The latter is not assessable to income^ta’C 
but the former should be (and in England is so). 

The English and Irish model rules for agricultural 
societies allow five per cent on share-capital i thereafter 
half profits go to reserve until this equals the sharC'i 
capital: then five pet cent as a bonus to employees and 
the balance may be distributed to members m proportion 
to their transactions. 

Roumania allows dividends on capital not exceeding 
15 per cent in the peoples' banks and ten per cent in 
ocher Co-operative Societies. 

The distribution of profits requires care. The English 
Acts insist that the rules shad provide for the profits 
being appropriated to any purpose stated therein or 
determined in such manner as the rules direct. The 
purpose must not be illegal. A dividend should only 
be declared by a society m general meeting and no 
dividend should exceed the amount recommended by 
the Directors or Managing Committee. Interim divi¬ 
dends should not be allowed No dividend should be 
paid otherwise than out of profits actually realised- 
(But there may be a special reserve set apart for 
equalising dividends) 

The Madras Committee considered that if the 
dividend of a Central Bank in any year falls below the 
maximum, the shortage may be made up in subsequent 
years when the profits allow as an incentive to the 
collection of overdue interest. 
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Bombay has a rule — 

Without the sancuon of the Registrar no part of the 
funds of a registered society sfalJ be divided by \iay of 
bonus or dividend or otherwise among its members in 
any case in which the entire expenditure incurred by 
such society during the year has not been debited in the 
Annual Profit and Loss Account before the net profit 
was arrived at. 

In Uttar Pradesh there is a rule.—All overdue 
interest should generally be excluded for the purpose of 
reckoning profits for distribution among shareholders, 
but in the case of Central Societies the Registrar may, 
in special cases, permit an exemption from this rule in 
favour of preference shareholders, when he considers 
such a course justified or desirable. In Madras, the 
Registrar can certify what "net profits" are. In some 
provinces, the balancc»shcei has to be approved by him 
or some one authorised by him. In Assam, it is 
prescribed that: Ail Co.»operative Banks or Societies 
shall be required to make such provisions for bad and 
doubtful debts as may be required by the Registrar, 
or some person duly authorised by him, before any 
dividend may be declared. 

Unless such provision has been made, or a special 
exemption (which may be subtect to conditions) has 
been granted by the Registrar or some other person 
authorised by him in that behalf, no Co-operative Bank 
or Society shall take into account unrealised overdue 
interest for the purpose of payment of dividend, or for 
the purpose of declaring profits. 

Bombay has a rule —In calculating the profits of a 
society for the year, foi the purpose of declaring a divi¬ 
dend or bonus, all accrued interest which has been un- 
aulhorisedly overdue for more than six months shall be 
deducted from the gross profits of the year before the 
net profits are arrived at All accrued interest, that has 
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been so deducted from the profits of the year and is 
actually recovered during the subsequent year, may be 
added to the profits of the subsequent year. 

(s) subject to the provisions of section 
39 determine in what cases an ap¬ 
peal shall lie from the orders of the 
Registrar and prescribe the proce¬ 
dure to be followed in presenting 
and disposing of such appeals; and 

An appeal from an order cancelling the registration 
of a society lies to the Financial Commissioner in the 
Punjab and elsewhere- In Bombay and Madras where 
the Registrar refused to register a society or refusa 
approval to the making, alteration or abrogation of any 
by-law, an appeaf may be made to the Government 
within two months of the date of the communication of 
the order- Generally no provision has yet been made 
for any other appeal except under the Bombay Act But 
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the Madras Act allows for appeals to the Registrar from 
orders of a liquidator-* 

(t) prescribe the procedure to be fol¬ 
lowed by a liquidator appointed 
under section 42, and the cases in 
which an appeal shall lie from the 
order of such liquidator. 

Madias incorporates its old rules as a substantive 
section (47) of the Act (cf. Appendix) 

Most provinces have now complete rules, on the 
following lines:— 


1. The Bengal Act piovides (or appeal to the State 
Government against the orders o( the Registrar in the follow¬ 
ing cases also -^a) older of disqualification under sec 25 or 
order dissolving a Managing Committee under sec. 26. 
(b) order (or apportionment of costs undei set 85, (c> order 
decision or award of the Registrar or arbilrator if passed by 
the Registrar under sec 87, 88 or 89 Appeal to Che District 
judge will he against order under 127 or 129 

Under sec ^6 of the Bombay Act any person aggrieved 
by an order of the Registrar or his nommes under sec 54, 54A 
(5) or 55 may wttbm two months trom the date of order 
appeal co Che Bombay Co*opera(ivc Tribunal constiluced by 
the State Government under se^. $3A This Tribunal shall 
consist of three members The President will be a retired 
Judge and of the two oihei nonoRlcial members one should 
be a lawyc' of 10 years’ standing It shall make rules for 
regulating its procedure It may call for and examine the 
record of any proceedings in which an appeal lies to it tor 
satisfying itself as to the legality or propriety of any order 
passed With a view to prevent ends of lusUce being defeated 
the Tribunal ma}’ pass such interlocutor) orders pending the 
decision of the appeal as may, appear to it to be just An 
order passed by it in appeal or n revision shvll be final and 
shall not be liable to be called in question in any civil or 
revenue court 

Under See 64A of the Bombay Act the Slate Government 
and the Registrar base been empowered to call for and 
examine ihe record of any inquiry or the proceedings of any 
subordinate officer and to modify, annul or reverse any order 
passed bv (he subordinate tifficcr if necessary “The 
Government when exerasms powers under this section ex¬ 
ercises judicial and not administrative functions hence parties 
must be given a hearing Failure to do this will render the 
order to be ultra vires the powers of the authority issuinc 
the order” fSaUanarajaoa v Venkataramayya— AIR, 1947, 
Mad 400 
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<a> When the Registrar cancels the registration of a 
society he shall at once publish in the <pfo\incial> 
Gazette and in such other manner as he may think 
proper, a notice requiring all claims against the dissolved 
society to be submitted to him or to such person as he 
may name m that behalf within one month of publication 
of the notice: liabilities recorded in the account books of 
a society shall be deemed ipso facto to have been duly 
notified. 

Note —Assam, Bengal. Bihar and Orissa base this rule 
Other provinces do not insist upon 3 gazelle notification but 
leave u to the liquidator to issue the notice for liabilities. 

(b) When the registration of a society is cancelled 
under section 40 of the Act or when no appeal has been 
made under clause 2, section 39 of the same Act against 
the order of the Registrar under that section cancelling 
the registration of a society, or where such an appeal 
has been dismissed, the liquidator shall forthwith take 
charge of the books of the society (Burma, Bengal, U P- 
following section 178 Companies Act, add and all tbe 
property, effects and actionable claims to which 
the society is entitled) in order to take necessary steps 
to n ind up Its affairs 

Note—A winding-up rwder has not ihe effect of veslinS 
the society's property m the liquidator The property 
remains in the socieiy until dissolution, unless disposed of in 
course of windmg-up 

Bombay has a rule enjoining the liquidator immeda* 
lely on appointment to take charge of the books, 
perty and assets 

(c) If necessary, the liquidator may institute suits 
for the recovery of sums due to the society. 

(d) The liquidator shall then proceed to determine 
the assets and liabihues of the society as they stood on 
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the date of the canceliation of its registration: he shall 
next determine the contributions to be made by the 
members and past members of the society, respectively, 
10 the assets of the society. He shall also determine 
by what persons and m what propofttons the costs of 
ihe liquidation are to be borne. 

The Madras Act empowers the liquidator to delerroine 
from time to time the contributions to be made or remaining 
4o be made This removes the difficulty as to whether the 
liquidator may issue further orders when his first distribution 
fails to bring in the assets 

The costs of liquidation include the remuneration of the 
Siquidator, which has priority of all other claims 

Note, again, the omission of any reference to deceased 
members’ estates Uttar Pradesh add —He shall draw up 
a formal order noting ibe amount to be realised from each 
member or past member as a contribution and as cost of liqui¬ 
dation The legal representative ol a member or past member 
shall be liable only to the extent of the property of such mem¬ 
ber or past member which has come to ibeir hands as such. 
Bengal inserts a rule —The interest on deposit^ from non- 
members and on loans shall run on ihe same race as before 
from the date of liquidation to ihe date of retund or repay¬ 
ment of the principal 

The Madras Act inciuJes nominees, ncir^ or legal represen¬ 
tatives of deceased membeis 

(e) For the above purpose the liquidator may issue 
summonses to peisons whose attendance is required 
either to give evidence or to produce documents He 
may compel the attendance of any person to whom a 
summons has been issued and for that purpose issue a 
warrant for his arrest. 

Note —A liquidator should aUo have power to call general 
meeiings from time lo tune 

This power to summons extends not only t© member- 
defaullers but also lo their sureties, including non-members. 
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The Madras Act empowers the liquidator to compel the 
production of any books, accounts, documents, securities, cash 
or other properties belonging to or in the custody of the 
society. 

<f> The liquidator shall send all such notices, sum* 
monses or warrants for service to the District or Sub* 
divisional Officer concerned 

<g> The District or Suhdivisionai Officer, upon 
receipt thereof, shall proceed as if such notices, sum*- 
nionses or warrants had been issued by him and shall 
return them to the liquidator with the record (if any) of 
the proceedings taken with regard thereto 


Note '—Most Local Oovemmsnis appear to agree that on 
the caftccllation of a joacty'i registration, the liquidator 
should be empowered to recover the outstandings by summary 
procedure, and special legislation to thu end has been enacted 
in several provinces (see notes to section 42)—accordingly in 
Uttar Pradesh there is a rule —The Registrar may refer 
a copy of the order passed by the liquidator as finally ap¬ 
proved by him to the collector of the district and make a 
requisition to that officer (o recover the amounts noted in it 
in the same manner as arrears of land revenue Bengal, Bihar 
and Orissa, etc, have a similar rule adapted to local conditions. 


<h> The liquidator shall keep short notes of the 
depositions of the persons thus summoned to give 
evidence 

<i> The liquidator shall then make an order noting 
the names of members and past members of the society 
and the amount to be realised from each as contributions 
under clause (b), sub-section i2) of section 42, and as 
costs of liquidation under clause (d) of the same sub* 
section. 

/1,’o/e:—In Uttar Pradesh, the Registrar may i«uc 
instructions lajing down the pripciples on which and the 
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manner m which the contnblitions shall be determined, and 
the liquidator shall act according to these instructions Any 
persons affected by an order passed by the liquidator may 
make a representation to the Registrar, who may then pass 
such orders as he thinks fit 

(i] This order together ■srith all papers connected 
the liquidation shall be submitted to the Registrar 
for his approval, and he may, if he thinks fit, modify the 
order oi refer it again to the liquidator for further 
enquiry or other action. 

Note —-In Uttar Pradesh, the liquidator with the order 
must submit a list of the property of each member and 
past member and of the assets of the deceased members and 
past members 

The liquidator of a company is subiect to the control 
of the Court here and in rules fm) and (o) he is subject 
to the control of the Registrar, who performs many of 
the functions of the Court 

(k) A copy of the above order as finally approved 
by the Registiar, accompanied, if necessary, by a list 
of the property of each member or past member against 
whom the decree will have to be enforced, shall be filed 
in the Civil Couit, having local jurisdiction, be enforced 
as laid down m clause (a), sub’Seciion (5) of section 42. 

Note —It should be stamped as an application for ex¬ 
ecution (U P Manual, p 30) 

The Bombay Act, section 50 (b). and the Uttar Pradesh 
Rules empower a liquidator to compromise the claims of or 
against the society with the sanction of the Registrar 

(l) If the Civil Court is unable under the above 
order to recover the sums assessed against any member 
or members, the liquidator may frame a subsidiary order 
or orders against any other member or members up to 
the extent of the liability of each for the debts of the 
society. This subsidiary order or these subsidiary- 
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orders, as finally approved by the Registrar, shall fce 
filed in the Civil Court having local jurisdiction for 
■enforcement until the whole amount due from the mem* 
■hers is realised. 

Note —As an altemati/e to tie Civil Courts, Provinces, 
•which have enacted special legislation for summary recovery, 
have rules permitting resort to the certificate officer under 
the Public Demands Recovery Act 

(m) The liquidator shall submit to the Registrar a 
•quarterly report in such form as the Registrar may 
prescribe, showing the progress made in the liquidation 
of the societies placed under his charge. 

Note —The liquidator should maintain books recording 
his actions so as to comply with ibis rule and that in clause 
<o) below Jn Uitar Piadesb the Registrar may prescribe the 
hooks and cause them to be audited 

<n> Ad funds in charge of the liquidator should be 
iept and deposited in the Post Office Savings Banker 
•with such other bank or person as may be approved of 
by the Registiar. 

Note —These funds should stand in the liquidator's name 

<o) After recovery of the dues of the society and 
the realisation of the contribution and costs of Iiquida* 
tion from the membei and past members, the liquidator 
ghall, after meeting the liabilities of the society, wind 
up the affairs of the society and submit a final report to 
ihe Registrar. 

Some provinces add ,— 

(p) The appointment of a liquidator shall be pub- 
bshed in the (provincial) Gazette. 

(q) No appeal shall lie from any order of the Iiqu>* 
.dator under section 42. 

Madras allows an appeal to the Registrar. 
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The Registrar shali fix the amount of the fee to be 
paid to the liquidator- 

This fee shall be included In the costs of liquidation, 
■which shall be payable out of the assets of the society 
in priority to all other claims. Bombay has a rule that 
-when recovery is made by village officers, the liquidator 
jTiay pay to such officers remuneration at the rate of one 
per cent of the amount collected by such officers. 

At the conclusion of the liquidation a general 
meeting of the dissolved society shall be called at which 
the liquidator shall summarise the result^ of his procee* 
dings, shall point out the causes of the failure 
■of the society and shall take a vote as to the disposal of 
any cash balance that may remain with him. 

A hqul^ator may at any time be removed by the 
Registrar, and he shall, on such removal, be bound to 
hand over all the property and documents relating to the 
liquidation to such person as the Registrar may direct. 

Bombay has incorporated the most important rules 
in its new Act (see Appendix) but has rules in amplifica* 
tion as well. It prescribes that the books, etc, shall 
be destroyed by the Assistant Registrar after the expiry 
•of two years from the date of the order cancelling 
registration. 

(3) The Local Government may lielegate, 
subject to such conditions, if any, as it 
thinks fit, all or any of its powers to make 
rules under this section to any authority 
specified in the order of delegation 

(4) The power to make rules conferred 
by this section is subject to the condition of 
the rules being made after previous publi¬ 
cation 
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For provision applying to such a condition see 
General Clauses Act, section 23. The authority must 
publish a draft in such manner as the authority deems 
to be sufficient, and sriib it a notice specif>'ing a date eo 
Of after which the draft will be taken into consideration: 
it shall consider any objection or suggestion which may 
be received before the date so specified. Publication m 
the Gazette of a mic, purponirg to have been made 
in exercise of a power to make rules after pre\’ious pub» 
iicauon, shall be conclusive proof that the rule has been 
duly made. 

(5) All rules made under tljis section 
shall be published in the local official Ga¬ 
zette and on such publication shall have 
effect as if enacted m this Act. 

In Uttar Pradesh power to make rules under 
section 43 (2), clauses (h) and (>) has been delegated to 
the Registrar. So also m the Punjab, where he can 
in addition make rules under clause (o> prescribing for 
any society the maximam loan which maybe made to 
aay member without his prior consent. These delega« 
gations save no ume owing lo the necessity for following 
the procedure under clause (4) above and so 
Madras omits clause O)- Madras has an additional 
clause —All such rules shall be laid on the table of 
the Legislative Council. 

Mhcellaneom 

44. (1) All sums due from a registeied 
society or from an officer or member or past 
member of a registered society as «uch to 
the Government including any co^ts award¬ 
ed to the Government under section 3/, 
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may be recovered in the same manner as 
m:rears of land-revenue. 

Burma has "shall" for “may" 

(2) Sums due from a registered society 
to Government and recoverable under sub¬ 
section (1) may be recovered, firstly, from 
the property of the society , secondly, in 
the case of a society of which the liability 
of the members is limited, from the mem 
bers subject to the limit of their liability , 
and thirdly, in the case of other societies, 
from the members. 

Burma applies this provision also to sums payable by 
•order of a Liquidator, on a requisition being made by 
the Registrar to the Collector: and further empowers 
Government to fiame rules prescnbing the remuneration 
which shall be payable to Headman or others employed 
to collect these sums which are recoverable in the same 
manner as arrears of 1and»rcvenuc- 

In order to stimulate the movement originally it was 
<lecided that Government should provide a part of the 
capital of new societies. The loans were repayable m 
instalments and this section primarily refers to these. 
It applied the taltkavi rules to these loans. It will be 
noted that as an exception in favour of the crown, 
proceedings may be taken against the members without 
the society being wound up 

Under this section the costs of audit by a Govern¬ 
ment auditor may be recovered 

Query. Cannot the sums be recovered from past 
members? 

Bombay adds the words "or past members" subject 
to the provisions as i twoo years in section 23 and 
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Madras in clause <I> adds: former officer...or deceased 
member, and in clause <2> adds: or the estates of 
deceased members. In both cases the liability is subject 
to sections 23 and 24 of this Act (Combined as section 
25 of the Madras Act) 

Power to Notwithstanding anything contained 

focKues Local Government may, by 

uo“as°S' order in each case and subject to 

isgisttation. such conditions, if any, as it may impose, 
ezompt any society from any of the require¬ 
ments of this Act as to registration. 

If the society were not registered it would not 
be a corporate body or enjoy the exemptions under 
section 2S. 

This section and the next following are thus explained 
in the Government of India resolution It was impossible 
to frame any set of genera! provisions which shoulil 
cover all conceivable forms m which the principle of 
co-operation might usefully be applied for the benefit 
of small folk m India . It was impossible to provide for 
all eventualities . a general section has, therefore, been 
added which provided that the Local Government may 
permit any association whatever to be registeied as a 
society under the Act, and may exempt any society 
thus specially registered from any of its provisions or 
may modify any of those provisions in their application 
to any such society. The position, therefore, stands as 
follows:— 

In the body of the Act have been included those 
provisions which it is believed will be suitable to ihe 
type of Co-operative Societies that is most likely to 
come into existence in this country, and these provisions 
will constitute the normal law, which will apply of Hi 
own force to these societies in general. But a Local 
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Government \ 7 ill have an absolutely free hand to depart 
from or vary them, on condition only that It does so by 
special order in each case and after full consideration 
of the circumstances ■which justify the departure. Of 
course, it is intended that this power should be exercised 
only on behalf of societies the aims of which are 
consonant with the objects which the Act is intended to 
promote. 

46. The Local Government may. by Power to 
general or special order, exempt anv re- sistered so- 

° ^ , cietics from 

gistGreci society from any of the provisions provisions 

C LI • K . J* 1 XU i I- • ofthe Act- 

of this Act or may direct that such provi¬ 
sions shall apply to such society with such 
modifications as may be specified in the 
order 

E.g. the restrictions as to shareholdings in section 
5 <under which examples are given) 

Unlike section 45 above, this section applies only to 
societies which have been registered. Bombay has the 
words "society or class of societies" and adds' provided 
that no order to the prejudice of any society shall be 
passed without an opportunity being given to such 
society to represent its case. 

The Committee consider that this power may be 
used where difficulty is experienced in raising sufficient 
share capital for central banks. 

It may also exempt any registered society From the 
exemption as to income-tax (section 28> and should do 
this if a central bank for instance puts profit-making 
before its real object of faitibtating the working of 
co-operative Societies or if a society deals with non- 
members, or limits unduly the number of its members 
<cf section 42 <q> 
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Bombay supplies the instance of the Sanikatta Salt 
Workers' Society. 

It may also modify the restriction as to residence in 
section 6 (1) (a). 

Punjab examples are exemption of Thrift Societies 
from section 33, and of an old regimental society ftca 
the obligation to put by 25 per cent of profits to 
reserve. 


Prohibition 47 (It Xo pei'son other than a resis- 
rf the word teretl society shall trade or carry on busi- 
tive” ness under any name or title of which the 
word “Co-operative’ is part wjthout the 
sanction of Local Government. 

Provided that nothing in this section 
ajjply to the u^-e by any person or his suc¬ 
cessor in interest of any name or title 
under which he traded or carried on busi¬ 
ness at the date on which this Act comes 
into operation. 

Date 1st March, 1912. The Punjab Co-operative 
Bank Ltd , was registered before this date and has no* 
thing to do with co-opcration or the co-operame 
movement. 

Bombay and Burma repeat this word and so post¬ 
pone the date to 1925 and 1927 respectively, but Madras 
avoids this pitfall by a reference to the Act of 
1912- 

There are, unfortunately, several instances of Re 
Jistrars of/oiflt Stock Companies in different provinces 
overlooking this section and registering ordinary 
companies with the word "co-operative" included in ifie 


name. 
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The South African Acts of 1922 and 1924 compel 
all previously existing institutions to register under the 
new Act Of omit the trord "co-operative''- 

<2> Whoever contravenes the provisions of this 
section shall be punishable with fine which may extend 
to fifty rupees and in the case of a continuing offence 
•with further fine of five rupees for each day on which 
the offence is continued after conviction therefor. 

This IS the only penal section provided for carrying 
out the provision of the Act and is directed against 
nons'co-operators. 

The word "co-operative" has been grossly misused 
in America, and many failures of poorly managed 
private joint-stock enterprises have been charged 
against the co-operative method, to its discredit of 
course. Every State should have a Jaw prohibiting the 
use of the word 'co-operative' in the name of any 
legal corporation unless that corporation is organised 
in conformity with these characteristic essentials of the 
Co-operative Society.* 

45. The provisions of the Indian Com- Indian 
panies Act, 1882, shall not apply to regis- AciMBtr 
tered societies. ap^y° 

This is the basis of the whole Act. The Companies 
Act is primarily a law governing organisations for 
pecuniary profit, it is designed to meet the needs of 
capital- In the early days, the Companies Acts of 
various countries were the only Acts under which 
Co-operative Societies could obtain a legal status. 

As the number of societies increased, the law had to be 
altered to meet iheir reguireineni.%. and- ia order to 
confine the new enactments to the societies it became 

l Arnenean Commission Observations, Part I, p. 22. 

25 
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necessary to attempt legal delitiUions of Co»operatt\e 
Societies, some of which have been given in the first 
part of this book- 

But the Co*operaoVe Societies Act is largely based 
upon the Indian Companies Act, giving generally the 
powers of a Court to the Registrar. See notes to 
section 4, post- The Indian Companies Act applies 
to all companies, associations, or partnerships for 
banking or acquisition of gain of 10 and 20 members 
respectiv’ely unless they are registered under this Act- 

For Indian Companies Act, 1882, now read Indian 
Companies Act, 1913,* as corrected by Bombay, 
Burma and Madras Acts. 

'The elaborate proMsions of the Companies Act. 
however necessary in the case of combinations of 
capital on a large scale, are wholly unsuited to societies 
of the kind It is desired to encourage- The first thin? 
to be done On starting Co-operative Societies) was to 
take them out of the operation of the general law on 
the subject and to substitute provisions specially 
adapted to their constitution and objects <Govemmeot 
of India)'. 

Exemption from the Companies Act carries with it 
exemption from payment of fees for registering various 
documents, balance-sheet, etc. The exemption does- 
not extend to Co-operative Societies not registered 
under this Act. 

f 49. Every society now existin" wliich 

Saving oi » . er 

existing }ias been legistered under the Co-operaiivet 

societies. , i 

Credit societies Act, 1904, -shall be deemed 
to be legisteied under this Act, and its by¬ 
laws shall so fai as tlie same are not in- 


1 The Indian Compaimi Act v.at amended in IS»56 
Wisconsin and New York have adopted lhn. 
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consistent with the express provisions of 
this Act, continue in force until altered or 
rescinded. 

Local Acts have to add: or under the Co-operative 
Societies Act, 1912. Madras adds a clause <2>: All 
appointments, rules and orders made, notifications and 
notices issued and suits and other proceedings instituted 
under the said Acts shall, so far as may be, be deemed 
to have been respectively made, issued and instituted 
under this Act. 

50. The Co-operative Societies Act'. 1904, RepeaL 
is hereby repealed. 

The Bombay, Burma and Madras Acts, of course, 
repeal the present Act as well. By so doing the 
societies in these provinces have inadvertently lost the 
privilege of acquiring land under the Land Acquisition 
Act, but Madras has a section 64 which runs All 
references to the Co-operative Societies Act, 1912, 
occurring in any enactment made by any authority in 
British India and for the time being in force m the 
Presidency of Madras shall, in its application to the 
said Presidency, be constnicted as references to this 
Act. 



MODEL CO-OPERATIVE SOCIETIES 
BILL 1957 


In resolution No. 5^/56-Co*op I dated tfie 6tfi June 
1956 the Government of India (Ministry of Food and 
Agriculture) stated that "The Co-operative movement 
is on the threshold of large scale expansion Economic 
development of the country along democratic lines 
offers a vast field for the application of co operative 
principles m its infinitely varying forms. The Rural 
Credit Survey Comroiuce, has advocated the need for 
the reorganisation of co-operative institutions on the 
basis of State partnership. The existing legislation on 
co-operative societies has therefore to be c'camined in 
the light of these developments with a view to simplify¬ 
ing, rationalising and modernising the existing la^'* 
The Government appointed a Committee to prepare a 
Simple model of legislation to govern theworicmgof 
Co-operative Societies m the States 

The following are the important features of the 
Model Bill which is based on Act U of 19lZ and other 
State Acts: — 

<1) In certain States the Cane Commissioner m 
respect of Canegrowers' Co-operatives and the Director 

of Industries in respect of industrial co-operatives have 

been vested with the powers of the Registrar but work 
independently of the latter. This is not desirable as for 


co-ordinated control and unified direction all co-opera* 
live financing agencies and societies financed by them 
should be kept under the administrative control ofa 
single authority. It has therefore been provided in the 


Model Bill that persons on whom powers of the Regu* 
trar are conferred shall work subject to the genera 
superintendence and control of the Registrar* With a 
view to lighten the burden on the Registrar and t® 
promote increased decentralisation of power the State 
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Government has been authorised to confer necessary 
powers to Co-operative OSicers subordinate to the 
Registrar. 

<2> As the attainment of social justice is one of the 
objectives of the constitution, and co»operattve socie® 
ties enjoy several privileges from the State, no society 
should be registered which does not satisfy the require¬ 
ments of the essential principles of social lustice- 

0> Organisers of agricultural credit societies 
should be given the optt on whether their liability should 
be limited or not. 

<4> Provision has been made for a simple proce¬ 
dure for amalgamation or division of Co-operative 
Societies. 

<5> Provision has been made for the State Govern¬ 
ment to be a member of a Co-operative Society. Some 
marketing societies have to admit to membership 
merchants or traders who have business dealings with 
them so that any dispute between them and the society 
may be referred to the Registrar for disposal instead of 
to the Civil Court. Similarly minor students in schools 
have to be admitted as associate members of school 
co-operatives. Provision has therefore been made for 
"Nominal" and "Associate" members who shall not 
have the right to vote and who shall not have any share 
in the assets or profits of the society. 

<6> The powers of the general body of a society 
have been defined and it has been laid down that the 
general meeting shall be held at least once a year. 

<7> Provision has been made for the nomination by 
Government of not more than three members or one- 
third of the total number of members of the Committee 
of a Co-operative society which has received State aid 
in the form of contribution to the share capital, guarantee 
for the repayment of principal and payment of interest 
on debentures or loans etc. 
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<8> Provision fias been made for direct as well as 
indirect partnership of the State in Co-operative 
Societies. 

<9> The Rural Credit Survey Report has laid 
emphasis on the proper training of co operative per* 
sonnel and the Government of India have provided 
funds for this purpose in the Second Five Year Plan, 
but the primary responsibility should rest on the Co» 
operative Societies themselves. Provision has, therefore, 
been made for contribution to a Co*operative Educa* 
tion Fund. 

<10) Provision has been made for loans todepo' 
sitofs on the security of their deposits- 

<11> Act II of 1912 does not contain any provision 
regarding surcharge- Provision has been made in the 
Model Act foe surcharge not only with regard to acts 
for which a person is criminaHy liable but also those 
which Involve misapplication of the funds of a society 
contrary to the Act, rules or by*laws and acts which 
involve gross negligence resulting m loss to the society 
<12> Provision has been made for the settlement of 
disputes by compulsory reference to arbitration by Re* 
gistrar and the jurisdiction of Civil or other courts with 
regard to any such dispute has been barred. The Regis* 
trar has been authorised to refer the dispute to a single 
arbitrator and not to a panel. 

<13> Act II of I9J2 does not recognise the winding 
up of a society as the first stage before its dissolution 
and a liquidator is appointed when the registration of 
the society is cancelled. The order of cancellation docs 
not become effective until after the expiry of the pefi‘3d 
of appeal hence the liquidator cannot take immediate 
charge of the properties or assets of the society and 
the committee may dissipate its assets during the 
interval. Provision has been made for empowering the 
Registrar to pass orders for tmnding up and appointment 
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<of liquidator simultaneously. When the appeal is pen-*^ 
•ding the liquidator may function as a trustee on behalf 
of the creditors and members. Liquidators have been 
.authorised to effect compromisesbctween creditors and 
members and the Society so as to expedite liquidation 
proceedings. 

(14) In Madras, Andhra and Madhya Pradesh there 
are separate Co-operative Land Mortgage Acts but these 
banks are registered under the Co-operative Societies 
Act. In Mysore and West Bengal there are special 
chapters on Land Mortgage Banks in the State Co¬ 
operative Societies Acts. Similar provision has been 
made in the Model Act. It has been pointed out that 
''lands are not sufficiently valuable before the improve¬ 
ments are effected and on this basis the amount of 
finance which land mortgage banks can provide under 
itheir existing rules of valuation may often be inadequate. 
The need arises for some form of guarantee to cover 
the difference between the value before and after im¬ 
provement. This guarantee can only come from 
Government: it will have to be for a specified penod 
and cover the difference between the two values, viz., 
value before and alter 'improvement/ Provision has 
been made for this in the Act. It has also been provided 
that legislation on fixation of ceiling on holdings shall 
not apply to land mortgage banks in respect of lands 
-acquired m satisfaction of debts due to them- 

<.5) Provision has been made authorising the Re¬ 
gistrar also to execute decrees, awards, etc. department- 
ally. 

<16> Provision has been made authorising the 
Registrar to pass an order of attachment of property 
before judgment in any proceedings under the Act 
if there is an apprehension that the property may be 
disposed of. 
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<17) With a view to lighten the burden on the 
Registrar provision has been made to constitute a 
Tribunal to hear appeals against orders passed ia 
arbitration proceedings. 

<I8> Provision has been made for appeals against 
an order refusing to admit any person as a member or 
expelling a member from the society. 

<19> "We recognise that the Co-operative move* 
ment is essentially a democratic one and that nothing 
should be done which will impair its fundamental 
character We have therefore invested the Registrar ia 
the Model Bill, only with such powers as have been 
found necessary in practice In most of the States and 
which are already embodied m their statutes. In fact 
we have omitted certain powers, which at present are 
vested in some States in the Registrar but which are 
considered as militating against the popular character 
of the movement."* The powers of the Registrar which 
have been omitted relate to directions for amendment of 
by.«Iaws, compulsory amalgamation of societies or 
removal of one or more members of the Committee of 
Management. 


1 The Indian Co-opcialive Union repteseniing non official 
Co'Operatoxs, has condenmed these reeommesdatiOQs as they 
will reduce Co-operatives to “JiUlc colonies of backward. 
Ignorant and helpless peopis lo be administered, controlled, 
supervised, audited, superseded, and dissolved b) one singlo 
authonty—the Registrar”, These will impede the develop¬ 
ment of Co-operation as a popular cnovenient. 
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Summary of the Provisions in the Model 
Co-operative Societies Bilt and 
the Model Rules. 

1. Model Co-operative Societies Bill 

The following are the important provisions in the 
Mode! Co-operative Societies Bill 

<1> The State Government may appoint a person 
CO be the Hegistcac of Co-operative societies for the 
state and may appoint other persons to assist him and 
confer on such persons all or any of the powers of the 
Registrar. The persons appointed to assist the Registrar 
shall exercise the powers conferred on them subject 
to the general superintendence and control of the 
Registrai. 

<E> A co-operative credit society consisting mainly 
of agriculturists shall be registered with unlimited liabi¬ 
lity, unless otherwise directed by the state Government. 

<3> For Registration as a co-operative society, the 
objects of the society must not only comply with the 
provisions of the Act and the rules, but should also be 
consistent with co-operative principles and with the 
principles of social justice. The society must also 
satisfy the requirements of sound business and have a 
reasonable chance of success. 

(4) A society may, by an amendment of its by¬ 
laws, change the form or extent of its liability, provided 
that the members and creditors of the society are given 
an opportunity to withdraw their shares or deposits m 
the society. 

(5) In registering an amendment to the By-laws of 
a co-operative society, the Registrar is to be satisfied 
that the proposed amendment is not contrary to the 
provisions of the Act and the rules and is not inconsis¬ 
tent w ith the principles of social tusticc- 
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_ A society may transfer its assets and liabilities 
Jn whole or in part, to any other co-operative societi’ 
or eUvide itself into two or more co-operative societies 
Such amalgamation or division, however, can be effected 
after giving the members and creditors of the societies 
concernedan opportunity to withdraw their shares or 
deposits in them. 

(7) A co-operative society shall admit as members 
only individuals who are competent to contract, any 
other co-operative society and the State Gosernment 
^ society^may also admit an individual as'nominal'or 
associate member. A nominal member shall not be en¬ 
titled to any share in the assets or profits of the society’. 

(8) Every member of a co-operative society shall 
Laffairs of the society. But where 
the Government is a member of the society, each person 
nominated by the State Government or the Committee 
of the society shall have one vote. Voting by proxy 
will not be allowed. 

(9) An individual member may hold shares in a 
co-operative society not exceeding rupees five thousand 
The State Government may, by notification in the 
Official Gazette fix a higher maximum in special cases. 

(10) A minor, or a person of an unsound mind, 
may acquire, by inheritance or otherwise, the shares of 
a deceased member in a co-operative society. 

(11) The liability of the past member or the estate 
of a deceased member for the debts of a society shall 
continue for a period of two years from the date of his 
ceasing to be a member 

(12) A society shall convene at least once a year 
an annual general meeting for the approval of the pro¬ 
gramme of its activities for the coming year, for the 
•election of the members of the committee, for the 
.amendment of by-laws etc. 
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(13) The State Government shad have the right to 
■nomtnafe not more than three memhers or one*third of 
"the total number of members of the committee of a 
■co-operative society, whichever is less, where the 
Government has subscribetf to its share capital or 
has guaranteed debentures issued by it or has guranteed 
the-repayment of loans advanced to it. 

(H) The Registrar may supersede the committee of 
a co*operauve society, if he is satisfied that it is persis¬ 
tently negligent in the performance of the duties imposed 
-on it by the Act and the by-laws. Before removing 
the committee, the Registrar tvitl give an opportunity to 
it of being heard. In place of the committee removed, 
the Registrar may appoint a new committee consisting 
of one or more members of the society or appoint an 
administrator who may not be a member of the 
society. 

(15) The new committee of a co-operative society, 
•an administrator ora hquidator may apply to a Magis¬ 
trate for securing records and property of the society 
which may have been withheld by the outgoing 
'Committee- 

(16) Any debt owing to a Co operative Society by 
a member shall be a first charge upon the crops and 
•oiher agricultural produce, cattle fodder for cattle, 
agricultural or indusrnal implements, raw matenals for 
manufacture and finished products belonging to a 
member. A member shall not transfer any properly 
which is subject to a first charge of the society, except 
with its permisssion m writing. Any transfer of pro* 
petty made in contravention of these provisions will be 
void. The first charge shall be available as against a 
claim of the Government arising from any loans granted 
to a member under the Land Improvement Loans Act, 
1S83 or the Agncuhunsis Loans Act, 1884, after the 
grant of loans to him by the society. 
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(1/) A member of a Co»c>perat5ve Society may 
execute an agreement in favour of a society autfiorising 
his employer to deduct from his salary such amount as 
may be specified in the agreement and pay the amount 
so deducted towards the repayment of the loan taken by 
him from the Society- 

(18) In addition to exemption from the Income*tax, 
registration and other fees which the co-operative 
societies at present enjoy, the State Government may 
exempt any class of co-operative societies from taxes 
on agricultural income, on sale or puchase of goods and 
on professions, trade, callings and employments. 

<19) It shall be the duty of the State Government 
to encourage and promote the Co-operative Movement 
in the State- The State Government may subscribe 
directly to the share capital of a co-operative society- 
It shall, however, not be entitled to a dividend at a rate 
higher than that at which such dividend is payable to 
any other shareholder of the society 

<20) The State Government may contribute 
indirectly to the share capital of a co-operative society. 
For this purpose, it may provide moneys to an apex 
society which shall credit them to a fund to be called 
the 'Principal State Partnership Fund'- The Fund is to 
be utilised by the apex society for directly purchasing 
shares in its own name in Central co-operative societies 
affiliated to it or in providing moneys to a central co¬ 
operative society to enable the latter to purchase shares 
jn primary co-operative societies The moneys 
received hy the central society out of the 'Principal 
State Partnership Fund' will be credited by it to a 
'Subsidiary State Partnership Fund'. 

<21> Every purchase of shares out of the moneys 
in the 'Principal State Partnership Fund' or a 'Subsidiary 
State Partnership Fund' shall be made only with the 
previous approval in wnting of the State Government. 
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The hability in respect of shares purchased out of the 
funds mentioned above will be limited to the amount 
paid in respect of such shares. If a Centra! Co* 
operative Society m which shares are purchased from 
the 'Principal State Partnership Fund' or a primary 
co-operative society in which shares ate purchased from 
a ,Subsidiary State Partnership Fund' is liquidated, the 
State Government shall not have any claim against the 
apex society in respect of any Joss arising from such 
purchases. Ad moneys to the credit of the 'Principal 
or Subsidiary State Partnership Funds' shall not form 
part of assets of the apex or central societies. The 
State Government may enter into an agreement with an 
apex society setting out the terms and conditions on 
which u shall provide moneys lo the apex society for 
the puichase of shares m central societies to enable 
them to purchase shares m primary societies. 

(22> The State Government may assist co*operativ€ 
societies by giving them loans and advances, by 
guaranteeing debentures issued by a society, by 
gurantecing loans advanced to a co-operative society, 
or by giving subsidies. 

<23> Out of the net profits in a year, a co-operative 
society shall transfer an amount which is not less than 
twenty five per cent, of the profits to the reserve fund. 
It shall also contribute to the Co-operative Education 
Fund at a rare prescribed in the rules. The balance of 
the net profits may be utilised by it in payment of 
dividend, m payment of bonus to members in proportion 
to the amount or volume of business done by them with 
the society, in payment of bonus to employees, in 
creation of funds eic- 

<24) A co-operative society may create a provident 
fund for the benefit of ns employees. The Provident 
Fund shall not form part of the assets of the society. 
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(23} The Registrar may inspect the books of a 
co=operative society on his own motion. 

<26> If in the course of an audit, inquiry or tcispeo 
tion it is found that a person who was entrusted with- 
the management of a society, has made any payment 
contrary to the Act, the rules and the by-laws, or has 
caused any loss to the society by breach of trust or by 
gross negligence, the Registrar may, after an enqu ry 
into the conduct of the person, order him to restore the 
money or the properly. 

<27> A dispute touching the constitution, manage- 
ment or the business of a co-operative society shall be 
referred to the Registrar and no court will have furisdic- 
lion to enter any suit or other proceedings in respect of 
such disputes. The disputes may be decided by the 
Registrar himself or may be transferred to another 
person who has been invested by the state government 
with powers in that behalf or to one arbitrator. 

<28> Before cancelling the registration of a co* 
operative society, the Registrar may oi der the society 
to be wound up and may appoint a liquidator for the 
purpose. On his appomimern, a liquidator will take 
into his custody all ihe property belonging to the 
society. The liquidator shall continue to have the 
custody or control of the property of the society during 
the period of appeal, and even when an appeal is 
preferred, until it is decided. If the appeal is reiected 
the liquidator wiU proceed with the liquidation 
proceedings. 

(29) The State Government may appoint the 
Registrar Of any other person to act as trustee for the 
purpose of facilitating the working of co-operative land 
mortgage banks. 

<30> The debentures issued by a State Co-opera¬ 
tive Land Mortgage Bank shall carry the guarantee of 
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the State Government as to the repayment of principal 
and payment of interest. 

<31> The State Government may guarantee for 
any specihed period, the payment of a loan granted by 
a land mortgage bank m excess of the amount to which 
a borrower is entitled on the basis of the value of the 
land determined in accordance with the standards of. 
valuation in force, provided the loan is for the develops 
ment and improvement of land 

<32> A mortgage m favour of a land mortgage bank 
will have priority over any claim of the Government 
arising from loans under the Land Improvement Loans 
Act, 1883 or the Agriculturists Loans Act, 1884. 

(33) A mortgage executed in favour of a primary 
land mortgage bank will stand automatically vested in 
the State Co-operative Land Mortgage Bank. 

134) I f an Instalment payable in respect of a loan 
made by a land mortgage bank remains unpaid, the 
Registrar, may, on the application of land mortgage bank 
direct the recovery of the amount due by distraint and 
sale of the produce of the mortgaged property. Simi¬ 
larly the Registrar shall have the power to bring the 
mortgaged property for sale without the interv’ention 
of the court, m satisfaction of the debts due by the 
membei to a land mortgage bank. 

(35) The Registrar, or any person subordinate to 
him empowered by the Registrar in this behalf may, on 
the application of a co-operative society, make an order 
directing the payment on any debt due to the society by 
selling the property sub/ect to a first charge- 

<36> The Orders of the Registrar for the recovery of 
moneys, the awards of arbitrators and orders of the 
Tribunal shall be executed by the civil court, by the 
collector, or by the Registrar or any person authorised 
by him 
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07} The Registrar may direct the attachment of the 
property of a person before judgement, if he is satisfied 
that the person, with the intention of defaying the enfo> 
cement of an order or an award, is likely to remove the 
property from the jurisdiction of the Registrar. 

<38) The State Government shall constitute a Tri» 
bunal consisting of not more than three members. Any 
person agneved by the decision of the Registrar, or an 
award of an arbitrator, given iti the settlement of a dis» 
pute, may appeal to the Tribunal- 

<39> An appeal against the orders of the Registrar in 
certain cases shall lie to the State Government and 
against the orders passed by any person other than the 
Registrar, to the Registrar, 

<40) No civil or revenue court will have junsdic* 
tjon in respect of matters connected with the regiscra' 
non of co-operative society or Its by«!aws, the removal 
of the committee, the Winding up of a society or any 
dispute required to be referred to the Registrar, 

U. Model Rides. 

The following are the important provisions made in 
model Rules. 

<1> The by-laws of a co-operative society shall 
provide for certain matters essential for its organisation 
and management, such as the objects of the society, the 
nature and extent of the liability of the members, the 
■extent to which the society may borrow funds, the 
purposes for which the funds may be applied for, etc. 

In addition to these, the by-laws may also make 
provision in regard lo matters which are incidental to 
the organisation of the society and the management of 
jts business such as, for instance, the method of 
recruitment and the conditions of service of the salaried 
.employees etc. 
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<2> An amendment of the bye-lavs of a co-opera¬ 
tive society shall be made by a resolution passed by a 
tvo»third majority of the members present and voting. 

<3> A person shall not become a member of two 
primary credit societies. 

<4> The Chairman of a meeting of a co-operative 
society shall have a second or casting vote. 

<5> A defaulting member shall nor be appointed to 
represent a society in another co-operativ'e society. 

(6) For the purpose of election of members of its 
committee, a co-operative society may divide its 
member-ship into different groups on a territorial or any 
other basis The bye-laws may also specify the 
number or proportion of the members of the committee 
who may be elected to represent each such group on 
the committee and may specify further that, the 
representatives may be elected by ail the members of 
the society or by only that particular group of members 
to which such representatives belong. 

(7) A co-operative society shall not appoint any 
person as its paid officer or employee in any category of 
service, unless he possesses such qualifications and fur¬ 
nishes such security as may be specified by the Registrar 

(8) Every co-operapve society shall contnbate 
an amount, not exceeding five percent of its net profits 
in a year, to the Co-operative Education Fund which 
will be administered by the State Co-operative Union 
and if there is no such Union, by a committee appointed 
by the Registrar. 

<9> The reserve fund of a co-operative society shall 
be indivisible and no member shall have a claim to any 
share in it It shall not be withdrawn without the 
permission of the Registrar previously obtained in 
wnting Unless otherwise permitted by the Registrar, 
the reserve fund shall not be invested by the society 
111 Its business. 


26 
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<10) A cooperative society shaH not recene 
deposits and loans from members or iJonoiembers 
exceeding the iimii fixed hy the Registrar for that 
society. However, a co»operative society which 
accepts deposits from members only and has no other 
outside liability, may accept such deposits in excess of 
the limit fixed by the Registrar, provided, however, that 
the excess amount is invested outside the business of 
the society- 

<n> A co-operative society accepting deposits and 
granting cash credits shall maintain fluid resources in 
such form and according to such standards as may he 
fixed by the Registrai- 

<1Z) Every co-operative society shall pay to the 
State Goveenment a fee for the audit of its accounts In 
accordance with the scale fixed by the Regisfiar with the 
previous approval of the State Government. 

<13> No person shall be quaJified to be a member of 
the Tribunal, unless he is a District fudge or has 
exercised the powers of a District Judge or Is an 
Advocate of at least ten years standing, or is a la’** 
graduate having considerable experience of the co¬ 
operative movement- 

(14) The Registrar may direct a co-operative 
society to get its accounts written up any date in 
such form and within such time as he may direct. In 
case of failure by the society to do so, the Registrar 
may get the accounts written up by a person deputed 
by him for the purpose and may recover the cost 
thereof from the society- 

<15> Every co-operative society shall furnish to the 
Registrar every year a receipt and disbursement state¬ 
ment, a profit and loss account, a balance sheet and 
any other returns specified by him In case the society 
fails to do so the Registrar may depute a person to get the 
returns and recover the cost thereof from the society. 



CO-OPERATION AND THE SECOND 
FIVE YEAR PLAN 

Act 11 of 1912 widened the scope of the Co-operative 
movement in India as it provided for the formation of 
societies for all purposes, both at the primary and the 
central stages. Between 1920 and 1930 there was a 
rapid expansion of the movement but after 1930 it was 
caught m the agricultural depression and the steep fail 
in agricultural prices resulted in a heavy accumulation 
of overdues Between 1935 and 19-10 the co-operative 
movement underwent a process of reconstruction and 
a large number of societies were either liquidated or 
reorganised after writing off the maior portion of their 
reserves and loans from Central banks- Then came the 
Second World War. It pushed up agricultural prices 
and strengthened the co-opcratives* The Reserve Bank 
of India suggested in 1941 that the primary societies 
should no longer confine their activities to credit but 
should be multi-purpose in character so as to embrace 
the whole life of the farmer. When controls were 
introduced on the dlstribuiion of essential consumer 
goods these co-operative societies built up a large 
volume of business in addition to the provision of 
credit. In a few States the societies participated in the 
procurement drive. In Madras the co-operative stores 
procured and sold foodgrains valued at Rs. 3’07 crores 
and Rs 3'29 creres respectively in 1917-48. With the 
lifting of controls a fairly large percentage of these 
societies all-over India suffered heavily. 

In 1947 the Co-operative Planning Committee 
recommended that the target for the co-operaiives 
should be to serve 50 per cent of the villages and 30 per 
cent of the rural population within 10 years. On the 
recommendation of the Agricultural Credit Organisa- 
uon Committee <1947> Bombay began to organise 
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multUpurpose societies vhicK would satisfy the normal 
cultivation needs of the members and serve also as 
agencies for supply and sale Madras follorred 
the policy of developing multi-purpose activities in 
existing rural credit societies- Under the Development 
Co-ordination Plan of U- P. the multipurpose co¬ 
operative society was entrusted with the task of 
increasing the production of food and cloth without 
concentrating on credit In 1948 Bihar launched a dual 
programme of the organisation of new multi-purpose 
co-operative societies and the conversion of existing 
credit societies into multipurpose societies- Groups of 
100 villages were taken up for the intensive organis¬ 
ation of these multipurpose co-operatives. Inspiie of 
the large increase in the number of societies there tss 
little improvement in their working- The percentage of 
owned funds and deposits to the working capital of 
agricultural credit societies declined from 42 and 10 
respectively in 1950 to 37 and 8’9 respectively In 1955- 
There was a marked increase m the percentage of over- 
dues "In 1954^55 in five out of nine major States over 
25 per cent of the agncultural societies worked at a loss. 
The five include Andhra <45 per cent), Madras <35 per 
cent) and Bombay <35 per cent)" <DarIing, p. 5>. 

In 1951 the Reserve Bank decided to undertake an 
AlUlndia Rural Credit Survey "which should include 
all strata of the rural population and cover problems of 
capital formation in the rural areas as well as the credit 
requirements of both economic and indigent farmers 
The Report of this Survey was published in 1954. 

The All India Rural Credit Survey has pointed out 
that "so far many attempts have been made to remove 
the internal weaknesses of the credit structure without 
taking into consideration the weaknesses of the rural 
structure as a whole. Futile efforts have been made to 
combine the weak against the strong in conditions in 
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which the weak have had no chance " The first task 
therefore is to rectify this position and create conditions 
in which Co*operation can properly function. This can 
be achieved only with adequate State help so as to 
enable the co-operative organisation to withstand the 
opposition of vested micrests- "The manner of this 
help—therefore, cannot be merely administrative. The 
State's way of help hitherto has been to over=admimster 
and under finance. But that is no remedy for a total 
problem which may now be seen to be one, not of 
ruraUminded credit alone, but of rural-minded credit 
in conjunction with ruraUmmded development, 
of agriculture and ruraUminded organisation of 
marketing, processing etc. The total programme needed 
may be described as of rural re«orientation of the 
operative forces of the country's administrative and 
financial organisation- It implies a combination of tural 
conscience, rural will and lural direction. Such a 
combination strong enough to be an ovcr-nding factor 
in the situation has to come from Government and the 
more powerful institutions of Government. In Co* 
operation we have what may be described as a com* 
bination of the weak at the bottom The Slate is or 
ought to be a combination for the weak at the top. An 
effective programme is possible only if the State at one 
end loins bands with co-operaiives'ar the oihei in an 
effort to bring about the ruraUmindedness that is needed " 
The survey has suggested an integrated scheme of 
rural credit which is based on three principles <a> State 
partnership at different levels. This will include financial 
partnership not only in rural credit but also in an im» 
portant sector of commercial banking <b> co*ordination 
between credit and other economic activites especially 
processing, marketing, cottage industries etc. and <c) 
administration through adequately trained and efficient 
personnel. 
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The Second Five Year Plan embodies many of 
these recommendations. 

In a socialist pattern o( society "the basic criterion 
for determining the lines of advance must not be private 
profit but social gain and the pattern of development 
and the structuie of socio^-economic relations should be 
so planned that they result not only in appreciable 
increases in national income and employment but also in 
greater equality m incomes and wealth" The objectives 
of the Second Five Year Plan therefore include raisiny 
the general standard of living, stepping up of industrh 
alisation, expansion of employment opportunities both 
in urban and rural areas, reduction of inequalities in 
income and wealth and a more even distribution of 
economic power. 

The Plan further emphasises that "in areas which oftf 
special opportunities for development, the co-operative 
form of organisation has advantages which neither the 
system of private enterprise nor that of State ownership 
can match. In pantcular, it offers a means of achieving 
results valuable to the community by drawing equal y 
upon incentives which are social and incentives which 
are individual " It is therefore of paramount importance 
that the co.»operative principle should be applied to the 
rc«orgamsalion of the cottage and small scale industries 
as well as to a wide range of activities in the field of 
agriculture so that co-operative production and disiri* 
bution may materially help in the t eduction in inequalities 
in income and wealth. 

The building up of small and homogenous groups ai 
the base is essential for the effective functioning of the 
co-operative organisations at higher levels, hence the 
reorganisation of primary co-operative societies at tfi® 
village level should be speeded up with active State 
support and assistance- These co-operatives will pff* 
vide agricultural credit, undertake marketing and pro* 
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cessing, develop cottage and small scale industries and 
supply consumers' goods etc. While the provision of 
adequate credit on reasonable terms will be an important 
part of the programme of rural co*operation, from 
credit, co*operatton has to cover other activities in the 
village including co»operative farming and has to bring 
under its banner the entire population of the village 
"!n a country whose economic structure has its roots 
in the village, co operation is something more than a 
senes of activities organised on cooperative lines, basi- 
cally, us purpose is to evolve a system of co»operative 
community organisation which touches upon all aspects 
of life. Within the village community there are sections 
of the population who need special assistance. Co¬ 
operation should, therefore, mean an obligation towards 
all families in the village community and the develop¬ 
ment of land and ocher resources and of social services 
in the common interest of the village as a whole This 
IS the underlying approach m setting co-operative 
village management as the mam direction of re-oiganisa* 
tion m the rural economy." 

Under this scheme credit and non-credit societies 
should be linked to one another so that the agriculturist 
can be provided with credit for seeds, manures, agricul¬ 
tural implements and essential consumer goods and is 
also given assistance m themaiketmg of his produce. 
It would be necessary to form large-sized co-operative 
societies covering a group of villages by amalgamation 
of CKisting small societies or by organising new ones. 
Each society should have a minimum share capital of Rs. 
15,000 and have a total business of about Rs. 1*5 lakhs. 
These credit societies voitid be slSliaccd to the primary 
marketing society serving a mandi area and they would 
collect the produce of their members for sale through the 
marketing society and purchase from this society stocks 
required by them for distribution to their members. 
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As a ^arge percenWge of agriculturists is not cre^n 
worthy the credit society should advance loans on the 
basis of production programmes and anticipated crops 
A maximum credit limit would be fixed for each member 
and within this limit he would be given loans according 
to bis requirements and as far as possible these loans 
would be m kind, in the form of seed, manure etc 
Standard scales of loans for different crops would be 
laid down and credit limits would be fixed in advance 
of the season so as to make credit as'ailablc in good 
time. 

The Second Plan lays much emphasis on the 
Improvement in the conditions of agricultural marketing 
so as to secure for the farmer his due share of the pnee 
paid by the eonsumet and eubiertt the needs of pfituiei 
development. “To achieve these objects, malprac¬ 
tices associated with (he buying and selling of agricul- 
tural produce have to be eliminated, arrangements made 
for the efficient distribution of marketable surpluses 
from producing to consuming areas and co'operainc 
marketing has to be developed to the maximum extent 
possible Rural marketing and finance have to be 
integrated through the development of marketing and 
processing on co.'Opcrafivcs". It is estimated that the 
cooperative agencies will handle about 10 per cent of 
the marketable surplus. 

The primary marketing societies will be federated 
together in an apex marketing society ser\’ing the State 
as a whole. These societies as well as large credit 
societies will be given assistance to construct ware-* 
houses. 

Under the Agricultural Produce Development and 
Warehousing Corporation Act of 1956 a National 
Cooperative Development and Warehousing Board 
has been formed with representatives of the Central 
Government, Reserve Bank, State Bank of India and 
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iion»officials with cooperative experience as members. 
The Central Government has undertaken to make to 
the Board an initial grant of Rupees five crores and a 
recurring grant m each year of rupees five crores, and 
to increase the amount after five years, if required 
The Board will maintain two funds-—<a> National 
Warehousing Development Fund to be utilised for 
subscribing to the share capital of the Central Ware^ 
housing Corporation, for advancing loans to State 
Governments for enabling them to subscribe to the 
share capital of State Warehousing Corporations, and 
for advancing loans and granting subsidies to a State 
Government for the purpose of promoting the ware® 
housing and storage of agricultural produce, <b> 
National Co-operative Development Fund to be utilised 
for advancing loans and granting subsidies to State 
Covcinments for enabling them lo subscribe to the 
share capital of cQ®operaiive societies or to finance 
them 

The Centra! Warehousing Corporation which was 
started in 1957 has an authorised share capital of Rupees 
twenty crores Repayment of the principal of the share 
and a minimum annual dividend will be guaranteed by 
the Central Government The functions of this 
Corporation will include construction of warehouses, 
management of warehouses for the storage of agricuU 
tiiral produce, seeds, manures and ferlihscrs offered by 
individuals, co-operative societies and others and provi¬ 
sion of facilities for transport of produce to and from 
warehouses. 

Every State will have its own Warehousing 
Corporation with functions similar to those of the 
Central Corporation which will nominate five directors 
to the Board of the State Corporation- The other five 
directors will be nominated by the State Government. 
Warehouse receipts will be treated as negotiable instru- 
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ments on the security of which banks can provide credit 
to those who deposit ai^ncultural produce in warehouses 
The Second Plan has emphasised that land reform 
programmes should do much to stimulate the groTtfi 
of co-operative movement. "Reduction of disparities 
in the ownership of land is also essential for developing 
a co-operative rural economy As different phases of 
the land reform programme are implemented care has to 
be taken to ensure that measures of land reform are 
worked out with a view to increased agricultural 
production From this aspect the national extension 
and community development programmes and pfo^ 
grammes for agricultural development, rural credit an<l 
marketing and others are as vital to the success of lani^ 
reform as land reform is vital tp their success." As 
demand for credit will expand with the progress of land 
reform and consequent increase in the number of small 
cultivators care should be taken to ensure that co opera¬ 
tive credit institutions are not placed under handicaps 
which might affect their financial soundness 

The progress of Co-operative farming has been 
meagre so far but it is necessary to accelerate its pace 
Co-operative farming societies formed by voluntary 
groups should receive special assistance e g-, credit 
from Government or from co-operative agencies/ pre¬ 
ference m the supply of improved seeds, fertilisers etc, 
facilities for consolidation of lands comprised in a 
co-operative farm, technical assistance of personnel in 
farm operations, marketing etc. Settlement on land 
found to be surplus on the imposition of ceiling on afU' 
cultural holdings should be made on co operative Iin«. 
Holdings which are below the basic or floor limit should 
be grouped into co-operauve fanning units. 

With the growth of co-operattve farming societies 
and the development of co-operation in various non-farm 
activities the rural economy should become stronger 
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and inequalities in income would be reduced by diversi^ 
fication of occupations and expansion of work oppor¬ 
tunities within the rural economy. With co-operative 
village management "the resources of the village 
community derived from agriculture, trade and village 
industry will be employed in securing the maximum 
increase in production and employment through action 
within the village as well as through co-operation in 
activities extending beyond the village. Such a village 
community will have an integrated social and economic 
structure in which agricultural production, village 
industries, processing industries, marketing and rural 
trade are all organised as co-operative activities-" 

Self help and co-operation are the principles on which 
the National Extension Service movement rests and 
through these the villagers will be able to develop a 
new life for themselves and participate with increasing 
awareness and responsibility in the planning and im¬ 
plementation of protects which arc material for their 
well being 

Among the other activities which co-operatives have 
been asked to take up under the Second Plan are the 
organisation of village and small industries co-opera¬ 
tives, organisation of landless labour in labour co¬ 
operatives for construction work, co-operatives among 
the tribal population, co-operative housing both rural 
and urban, consumers' co-operalion, co-operative milk 
supply, fishermens' co-operatives etc Provision of long 
term credit through Land Mortgage Banks forms an 
important part of the programme. 

Stress has been laid on schemes for the co-operalive 
training of all grades of employees of co-operative 
societies as well as on the co-operative education of the 
otfice bearers and members of co-operatives. 

The role of the Reserve Bank in the integrated 
system of credit is of crucial importance. Although its 
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main concern will be the development of co»operati\e 
credit, the Bank will have to participate in a larje 
measure in the expansion of all types of co^operatne 
economic activities and m the training of co^peratnr 
personnel. 

The Bank provides to the apex co-operative banks 
<a) short term credit for seasonal agricultural operations 
and marketing of crops (b> credit for financing the 
production and marketing activities of approved cottage 
and small'scale industries on State Govcrnmeni 
guarantee <c> medium term credit for periods ranging 
from 15 months to 5 years on the guarantee of State 
Governments. All these loans are advanced at a 
concessional rate of 2 per cent below the bank rate. 
Medium term loans would now be advanced from fne 
National Agricultural Credit (Long term Operations) 
Fund and these would be granted to State Co-operathe 
Banks for financing cultivators to purchase shares of 
co-operative sugar lactones The National Agricultural 
Credit (Stabilisation) Fund has also been created for 
converting short term into medium-term loans in tunes 
of famine, drought, etc. 

After the nationalisation of the Imperial Bank of 
India (now called the State Bank of India) in Juiy, 1955 
It has given various facilities to co operatives m 
furtherance of its objective of being responsive to then 
needs It allows interest on advances to co*operatives 
at i per cent below its usual rate It considers proposals 
for advances against the lepledgc of goods pledged to 
co-operative banks Apex banks and central co 
operative banks have been given facilities of free 
remittance once a week for remitting funds to branches 

The Rural Credit Survey Committee has recommen¬ 
ded that there should be close co ordination betwec'’ 
the different components of ihe superstructure of co' 
operative credit- While the State Co-operative Bank 
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and affiliated Central Banks should be responsible for 
provision of short and medium term credit the Central 
and Primary Land Mortgage Banks should provide 
long-term loans. The State Co-operative Bank and the 
Central Land Mortgage Bank should remain separate 
entities but have as far as possible common members on 
their directorate. 

The Central Land Mortgage Bank would have at 
least 51 per cent State contnbution to its share capital. 
The bank should give first priority to loans for improve¬ 
ment, reclamation and development of land, purchase 
of agricultural equipment and similar productive 
purposes rather than for redemption of mortgages on 
land. It IS necessary that long term credit should be 
linked to f reduction and land improvement Central 
Land Mortgage Banks should issue debentures with 
State guarantee 

The State Co-operative Marketing Societies should 
be a pure federation of co-operative marketing societies 
at the district and primary levels These should be 
financially, legally, and even administratively distinct 
from the corresponding State Co-operative banks but 
maintain close co-ordination with each other. The 
State Marketing Society will arrange for marketing of 
Crops, distribution of agricultural and domestic require¬ 
ments and for construction of godowns and warehouses. 
The State will provide at least 51 per cent of the share 
capital from the apex to the primary level and will also 
provide technical experts for macketmg and processing. 

The targets fixed under the Second Five Year Plan 
are: — 

Credit 

Number of large-sized societies. 10,400 

Target for short-term credit. ... Rs ISOcrores. 
Target for Medium-term credit. .. Rs. 50 crores 
Target for long-term credit. .. Rs 25 crores. 
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Marketing and Processing 

Number of Primary Marketing Societies. ... ISOO 
Number of Co-operative Sugar Factories. ... 35 
Number of Co-operative Cotton gins. ... 48 
Other co-operative processing societies. ... 118 


Warehouses and storage 

Warehouses of Central and State Corporations. 350 
Godowns of marketing societies. ... 1500 

Godowns of Iarge*sized credtt societies- ... 4000 
The Reserve Bank has laid down standards for tk 
re-organisation of central financing agencies under whicli 
there should ordinarily be one Central bank in ont 
district. A District Central Co-operative Bank shouW 
normally have a paid up share capital and reserves cl 
about Rs. 3 lakhs. It should raise local deposits an<l 
depend to the maximum extent possible on its otin 
resources and only for the residue on the Apex bank 
It should have a working capital of at least Rs. 20 lahlis. 
The Central bank should have a trained staff of Mana* 
gers, Assistant Managers, and Inspectors of Societies 
In several States the Government have deputed staff 


for the management of these banks. 

An optimum level of share-capital should be Bxed 
for each large sized credit society and until that level is 
] cached there should be compulsory contribution^ from 
the members together with proportionate contribution by 
Government through the apex bank. After the optimum 
level is reached compulsory contribution from members 
should continue for retiring the Government contnbu* 
tion. The society should be formed on the basis of 
liability limited to the value of shares held by members 


Of to a certain multiple thereof. The Government or 
the Central bank may also be admitted to 

The maximum borrowing limit of the society should be 

fixed at a certain multiple of their paid-up capital an 




CO-OPERATION AND THE SECOND FIVE TTAR PLAN 415 

reserves. "The emphasis should he on crop loans and 
the amount of the loan should he so fixed as to form an 
adequate proportion of the cash outlay per acre of crops 
and w^herever possible loans may be given in instaU 
ments." Medium=term loans fiar productive purposes 
may also be granted for productive purposes. Every 
such society should have a paid wholetime qualified 
Secretary. 

The smaller credit society with unlimited liability 
will serve one village. This society will grant loans, 
help members to procure agricultural and domestic 
requirements, provide facilities to members to store 
their produce and to own and hire improved agricultural 
implements and tools etc ''Whereas in a limited liabi*' 
lity credit society, the borrowing power is fixed as a 
multiple of the owned funds of the society, in the un¬ 
limited liability type, u is left to be decided with referp 
ence to the value of the assets belonging to the members. 
The most commonly adopted basis in this regard is a 
proportion of the total value of the net assets of all the 
members of the society." 

The primary marketing society will serve as a link 
between the primary agricultural credit societies and 
the central co-operative banks The main function of 
the society is to market the produce of its members 
although It may take up the functions of processing and 
warehousing and supply to members agricultural 
and domestic requirements and advance loan to members 
against the security of their produce. It will work in 
collaboration with the central co-operative bank to 
which it IS aSiliated and rural co-opeiative credit 
societies which are affiliated to it so as to link up 
supply of credit by the credit societies to member- 
producers with the marketing of their produce, and 
for that purpose to act as agent of the credit societies for 
recovery of production loans given by them to their mem- 
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bers. The Society will act as a Warehouseman under ilie 
Warehousing Act. Members will include individuals 
who reside within the area of operations of the society 
who execute an agreement to sell their produce throujli 
the society. They mil be allotted "A" Class shares, 
<b) the rural credit societies of the area and the State 
Government They will be allotted "B" Class shares, 
<c> merchants, traders and commission agents included 
in the approved hst of the society who are engaged m 
business in agricultural produce and have dealings Tith 
the society. These will be admitted as nominal members 
with no right to vote or to participate in the manage¬ 
ment or share in the dividend or bonus. They will be 
allotted "C" class shares. The Board of Directors ^'11 
consist of Government nominees <not exceeding threeh 
representatives of "A" and "B" class share-holders 
It shall be open for the central bank or the regional or 
apex marketing society to which the society is affiliated 
to inspect the books and accounts of the society. 

Out of the sale proceeds of the produce brought for 
sale, the marketing society will deduct an amount wfiicli 
will cover the loan taken by the member from the ajm 
cultural credit society for his production programme 
and pass It on to that society or central bank. Il"" 
make similar deduction m case it advances a to a 
member on the pledge of its produce The society viH 

sell produce of its members as their agent and will flot 

accept any liability for loss- The by-laws may perm’t 
the society to undertake oulnght purchases to the exKiit 
of us owned funds The society will serve as a stockist 
for affiliated societies in respect of seeds, fertilisers etc- 
and also in respect of domestic requirements 

State partnership is a major item in the integrate 
scheme. It includes financial partnership in <a> co-oper^ 
tive rural credit <b> m a programme for organisation o 
CO operative processing, marketing and warehousing 
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in a programme for the organisation on a co-operative 
basis of other economic activities in the village. 

It is necessary so to design "the extent and manner 
of State participation involved in State partnership as 
to ensure that, while responsiveness to the new policies 
IS effectively created, every precaution is taken to safe*^ 
guard the essential character of the institution in which 
such participation takes place and nothing is done such 
as may lead to State interference in its day to day work¬ 
ing'' (All India Rural Credit Survey^General Report 
(Abridged), p. 179). The aim of this participation will 
be to enable the primary society to replace gradually 
the State contribution to its share capital and to retain 
at higher levels the ma/or partnership of the State till 
such time as the primaries acquire strength and stabi¬ 
lity. 

The Standing Advisory Committee on Agricultural 
Credit recommended in 1956 that "the normal pattern 
of State partnership should be such as to bring about a 
fully integrated structure of co-operative credit in each 
State with the apex bank as the leader of the organisa¬ 
tion. Thus the apex bank might hold shares in the 
Central banks and the Central banks in the larffe-sieed 
primary societies. Nomination of directors on behalf 
of the State to the boards of various institutions may be 
made either by the Government Of by the shareholding 
federal institutions." The State Government will be a 
' partner" in the sense of partaking in the risk of share 
capital and is not a mere creditor. "It has been made 
clear that the essential basis of State partnership is 
assistance and not interference or control" (Second 
Five Year Plan. p. 2Z5X 

The Rural Credit Survey Committee recommended 
that the programme for the re-organisation on the 
basis of State partnership of co-operative institutions 
at all levels "should provide for each of these institu- 

27 
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tions having an inilial minimum level of share capital 
which, over a period of years, will be raised to tie 
optimum level At the apex and central levels invariatly 
(and at the primary level generally) not less than 51 per 
cent of the share capital of these institutions should te 
held by or derived from the State Government. Uul 
the optimum level is reached it should be obligator) 
on members to increase their shareholding so as w 
increase the level of share capital from the mtfiitnun' 
to the optimum. Even after the optimum level of sfiarr 
capital IS reached, compulsory contributions should 
continue for the purpose of retiring the State or Sate 
derived contribution to share capital" 

An essential feature of this scheme of State particfpa* 
non js the nomination of a certain number ofDircctort 
by the Government. The Rural Credit Survey Com* 
miuee have suggested that "Government should rot 
be allotted more than a third of the seats on the ditec* 
locate for nomination of us fcpresentaUvcs." Tfe 
Second Indian <Co'Operativc Congress have reeomirw* 
ded that nominated Directors should not exceed thret 
in number and that "it is also not necessary that suti 
nominees should be Government officials or officers d 
the partnering institutions. They may with advanort 
be experts and persons with special co»operative 
perience." Sir Malcolm Darling has warned that *■'’ 
no circumstances should nomination be governed of 
influenced by political constderauon. So far as party cf 
personal questions are concerned, co*operation and 
politics should have nothing to do with each other, b 
has also been urged that while Government should haif 
some veto powers only with regard to the loan pcliO' 
of an institution and to matters falling within the caies®^ 
of its financial policy it should not interfere in matters 
of day to day administration. 

It may be of interest to summarise here the comments 
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of Sir Malcolm Darling on different items of this Plan 
of re-organisation. The formation of credit societies 
covering a group of villages Vith paid management and 
with the Government as a shareholder is "a complete 
break with the Raiffeisen model on which the co-opera¬ 
tive agricultural credit system has been built up in India. 
The proposal is therefore sufficiently revolutionary-" He 
is prepared to give this plan a trial with the following 
modification, viz., <a) area of operations should not 
exceed a distance of two miles from the headquarters 
village/ <b> membefshlp should not exceed 300/ (c> 
banking and trading should not be combined, <d> small 
societies should not be amalgamated without the full 
consent of the large majority of members/ (c> no one 
should be appointed to represent Government on a 
Board who has not shown an active interest in Co* 
operation. 

He has observed that the all important task of 
reviving the small societies should not be lost sight of. 
Their membership should be increased and steps should 
be taken for the training of a member in co-operative 
management. Government should contribute towards 
the remuneration of the Secretary. Increase in deposits 
should be given the first place in the scheme of 
reorganisation. 

Darling has pointed out that the Second Five Year 
Plan following the Rural Credit Survey takes no 
account of conditions in different States and "seems to 
expect a more or less universal rate of advance for the 
whole of India. Even for Bombay, Andhra and Madras 
the three States where the movement is strongest, I 
would doubt whether the pace set by the Plan is not too 
rapid for sound development. For the other States I 
Visited I think the pace should be definitely slowed down, 
in the case of the weakest to the extent of allowing 
ten instead of five years for achieving the targets" 
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Co-operators in India would do well to pay heed to iliis 
advice and not "become so tarset-minded that the target 
instead of being a means to an end, becomes an enjin 
itself." 

The Review of the co-operative movement in India 
for the period 1954-1956 published recently by the 
Reserve Bank of India indicates that the movement made 
good progress inspite of inadequacies in particular 
aspects. During this period the number of societies 
rose fay 21 per cent, membership by about 15per cent, 
and working capital by about 33 per cent. The number 
of agricultural credit societies which formed the based 
the movement rose from 1*35 lakhs lo I'fiS.Iakhs and the 
amount of loans advanced by them rose from Rs.^9&l 
lakhs in 1953 to Rs. 4.962 lakhs in 1955-56. The per¬ 
centage of overducs to loans outstanding of agricultural 

credit societies declined from 29 to 25. The owned funds 
of Central Banks rose from Rs, 1181 lakhs in 1953-54 w 
Rs. 1515 lakhs in 1955*56 and those of State Co*opera» 
five Banks from Rs 561 lakhs to Rs 765 lakhs. "The 
programmeof reform and development which had been 

implemented in the fast three or four years in various 
states had begun to bear fruit in some measure and had 
led to the strengthening of the co-operative credit strut* 
ture as well as an expansion in the volume of agricul¬ 
tural finance provided by the co-operative credit tnstiw* 
tions supported by liberal financial accommodation from 
the Reserve Bank of India " 
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THE BOMBAY CO-OPERATIVE SOCIETIES 
ACT, I92S 

ACTNo. Vii of 1925 with Amendments 
upto (950. 

Ad Act to consolidate and amend the law relating to Co¬ 
operative Societies id the Presideocy of Bombay. 

Whereas it is expedient further to faciUtate the forma= 
tion and working of co*opcrative societies for the 
promotion of thrift, seff«hefp and mutual aid among 
agriculturists and other persons with common economic 
needs so as to bring about better living, better business 
and better methods of production and for that purpose 
to consolidate and amend the taw relating to co-^opera* 
live societies in the Presidency of Bombay/ and where¬ 
as the previous sanction of the Governor-General 
required by sub-section <3> of section 80A of the Govern¬ 
ment of India Act has been obtained for the passing of 
this Act/ It is hereby enacted as follows: — 

CHAPTER I 

Preltminary 

!• This Act may be called the Bombay Co- shoriiitie 
operative Societies Act, 1925. 

2 This Act extends to the whole of the Presidency Extent 
of Bombay. 

3. In this Act, unless there is anything repugnant Definitions 
in the subject or context, 

(a) "by-laws" means by-laws registered under 
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this Act and for the time bein; in force and includes a 
registered amendment of such by*laws/ 

<b> "Committee" means the Committee of Manage^ 
ment or other directing body to whom the Management 
of the affairs of a society is entrusted/ 

<c) "Member,"—sec sec 2 <c> of Act II of 1912. 

<d) "Officer"—see sec. 2 <d> of Act II of 1912. 

<e> "Society" means a society registered or deemed 
to be registered under this Act, 

"Registrar"—see sec. 2 (f> of Act II of 1912. 

<g> "Rules" means rules made under this Act, 

<h) <1> a "Resource society" means a society 
formed with the object of obtaining for Its members the 
credit, goods or services required by them/ 

<2> a "Producers' society" means a society formed 
with the obiect of producing and disposing of goods as 
the collective property of its members and includes a 
society formed with the object of the collective disposal 
of the labour of the members of such society/ 

<3) a "Consumers' society" means a society formed 
with the object of obtaining and distributing goods to or 
of performing services for its members, as well as to 
other consumers and of dividing among its members and 
customers in a proportion prescribed by the rules or by 
by laws of such society, the profits accruing from such 
supply and distribution/ 

<4> a "Housing society" means a society formed 
with the object of providing its members with dwelling 
houses on conditions to be determined by its by-Iaws/ 

<5) a "General society" means a society not Palling 
under any of the four clauses above-mentioned 

<6> a "Federal society" means a society not less 
than three-fourths of the members of which are societies. 

<7> a 'Tarming society" means a society formed 
with the object of promoting development of land and 
better methods of cultivation by means of improved 
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seed, manure/ irrigation, bunding, tractor ploughing, 
gully plugging and soil conservaUon.^ 

Explanation;—'A Farming society shall be of two 
classes.—<1> a Better Farming society, and <2) a Co» 
operative farming society— 

<i> A Farming society shall be classed as a Better 
farming society if the predominant abfect is the applica.® 
tion of improved methods of cultivation- A Better 
farming society includes a Crop protection society. 

<ii> A Farming society shall be classed as a Co* 
operative farming society if the predominant object is the 
application of co-operative methods by the holders of 
lands and in respect of cultivation 

The Registrar shall classify all societies under one or 
other of the above heads and his decision shall be hnah 
Provided that the Registrar for reasons to be recorded 
m writing may alter the classification of any society from 
one bead to another head or from one sub>head to 
another sub*head- 

A society formed with the obieci of facilitating the 
operations of any one of the above classes of societies 
shall be classified as a society of that class- 

A list of all such societies, so classified shall be 
published annually in the official Gazette. 

<i) "Tnbunal" means the Bombay Co-operative 
Tribunal constituted under section 63A. 

CHAPTER II. 

Registration 

4. The State Government may appoint a person to be TbeReeu* 
Registrar of Co-operative Societies for the presidency or ^ 
any portion of It, and may appoint a person or persons 
to assist such Registrar, and may, by general or special 
order, confer on any such person or persons all or any 
of the powers of a Registrar under rfiis Act- 
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5. Subject to the provisions hereinafter contained a 
society which has a; its object the promotion of the 
economic interests of its tnembers in accordance with 
cooperative principles or a society established with the 
object of facilitating the operations of such a society 
may be registered under this Act with or without limited 
liability: 

Provided that— 

<1> unless the State Government by general or 
special order otherwise directs, the liability of a society 
of which a member is a society shall be limited/ 

<2> the members of a society which has been regis^ 
tered under this Act with unlimited liability such liability 
not having been changed from unlimited to limited under 
this Act shall, on its liquidation, be jointly and severally 
liable for and to respect of ad its obligations. 

6. Where the liability ofihe members of a society 
IS limited by shares, no member other than a society 
shall 

<a> hold more than such portion of the share 
capiul of the society, subject to a maximum of 
one^fifth as may be prescribed by the rules/ or 
<b) have or claim any interest m the shares of 
the society exceeding ten thousand rupees, 
provided that if the society is a housing society 
a member may have or claim an interest in the 
shares of the society not exceeding twenty 
thousand rupees- 

7. <1> No society, other than a society of which a 

member is a society, shall be registered under this Act, 
which does not consist of at least ten persons above the 
age of eighteen years and, where the object of the 
socitty the zzzTAvaa of to be lent to tts member, 

unless all persons forming the society— 

<a> reside In the same town or village or in the 
same group of villages/ or 
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<b> save where the Registrar otherwise directs, 
are members of the same tribe, class or 
occupation and no person shall be admitted to 
the membership of any such society after its 
registration unless such person fulfils the 
requirements of clause <a> or <b>, as the case 
may be- 

<2> The word "limited" shall be the last word on 
the name of every society with limited liability registered 
under this Act. 

8. When any question arises whether for the pur^ 
pose of the formation, or registration or continuance of 
a society or the admission of a person ^as a member of a 
society under this Act a person is an agriculturist or a 
non-agricuhunst, or whether any person is a resident m 
a town or village or group of villages, or whether two or 
more villages shall be considered to form a group or 
whether any person belongs to any particular tribe, class 
Of occupation, the question shall be decided by the 
Registrar, whose decision shall be final 

9. <1) See sec. 8 of Act 11 of 1912. 

10. See sec. 9 of Act II of 1912. 

If. See sec. 10 of Act U of 1912. 

11. Every society shall within a period of three 
months after the date fixed for malting up its accounts 
for the year under the rules for the time being in force 
call a general meeting of its members. 

13. A special genera! meeting may be called at any 
time by a majority of the committee and shall be called 
within one month— 

<1) on the requisition in writing of one^fifth of the 
members of the society, or 
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<2> at the instance of the Registrar, or 
<3> in case of a society which is a member of a 
federal society, at the instance of an officer of such 
federal society. 

name^-*hs ^ society may, by a resolution of a general 

effect' meeting and with the approval of the Registrar, change 
Its name, but such change shall not affect any right or 
obligation of the society, or of any of its members, or 
past members and any legal proceedings pending may 
be Continued by or against the society under its new 
name. 

Amalgama- Any two oi more societies may, with the 

tion or ^ approval of the Registrar by resolution passed by a 
societies thre&>fourths majority of the members present at a 
special general meeting of each such society held for the 
purpose, amalgamate as a single society . provided that 
each member has had clear fifteen days' written notice 
of the resolution and the date of the meeting Such an 
amalgamation may be effected without a dissolution, or 
a division of the funds, of the amalgamating societies. 
The resolution of the societies concerned shall on such 
amalgamation be a sufficient conveyance to vest the 
assets and liabilities of the amalgamating societies m the 
amalgamated society 

<2> Any society may by a resolution passed m 
accordance with the procedure laid down m sub»section 
<1) transfer its assets and liabilities to any other society 
which IS prepared to accept them 

Provided that when any such amalgamation or 
transfer of assets and liabilities involves the transfer of 
Its liabilities by any society to any other society, it will 
not be made without giving three months' notice to the 
creditors of both or all such societies 

Provided further that if a creditor or creditors of any 
of the societies concerned objects or object to such 
amalgamation or transfer of assets and liabilities and 
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gives or give written notice to that effect to the society 
or societies concerned one month before the date fixed 
for such amalgamation or transfer, the amalgamation or 
transfer shall not be made until the dues of such 
creditor or creditors have been satisfied 

ISA. <I> Any society may, with the approval of 
the Registrar, by a resolution passed by a three-fourths 
maiority of the members present at a special general 
meeting of the society held for the purpose, resolve to 
divide Itself into two or more societies, provided that 
each member has had fifteen clear days written notice 
of the resolution and the date of the meering. The 
resolution (hereinafter in this section referred to as a 
preliminary resolution) shall contain proposals for the 
division of the assets and liabiliues of the society among 
the new societies in which it is proposed to divide it and 
may prescribe the area of operation of, and specify the 
members who will constitute, each of the new societies. 

(2> A copy of the prebrnmary resolution shall be 
sent or delivered to all the members and creditors of the 
society A nonce of the resolution shall also be given 
in the prescribed manner to all other persons whose 
intcicsts will be affected by the division of the society. 

<3> Any member of the society may, notwith¬ 
standing any by-law to the contrary, by notice given 
to the society within a period of three months from his 
receipt of the resolution, intimate his intention not to 
become a member of any of the new societies 

(4> Any creditor of the society may, notwith^ 
standing any agreement to the contrary by notice given 
to the society within the said period, intimate his 
intention to demand a return of the amount due to him- 

(5> Any other person whose interests will be 
affected by the division may by notice given to the 
society obiect to the division unless his claim is 
satisfied 
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<6> After the expiry of three months from the date 
of despatch or delivery of a copy of the preliminary 
resolution to all the members and creditors of the 
society and of the notice by other person given under 
sub=section <2>, another special general meeting of the 
society, of which at least fifteen clear days notice shall 
be given to its members, shall be convened for consider^ 
ing the preliminary resolution. If, at such meeting the 
preliminary resolution is confirmed by a resolution 
passed by a majority of not less than two^thirds of the 
members present, either without changes or with such 
changes as m the opinion of the Registrar are not 
material, he may, subject to the provisions of sub* 
section <9> and section 10, register the new societies 
and the by*taws thereof. On such registration, the 
registration of the old society shall be deemed to have 
been cancelled and the society shall be deemed to be 
dissolved from the date of such cancellation 

<7> The opinion of the Registrar as to whether the 
changes made in the preliminary resolution are or are 
not materia! shall be final and no appeal shall he there* 
from. 

<8> At the special genera! meeting referred to in 
sub*section <6> provision shall be made by another 
resolution for— 

<i> repayment of the share capital of all the mem* 
bers who have given notice under sub*section (3)/ 

(ii) satisfaction of the claims of all the creditors who 
have given notice under sub-section <4)/ 

<iii> satisfaction of the claims of such of the other 
persons who have given notice under sub-section <5> as 
the Registrar decides or securing their claims in such 
manner as the Registrar directs 

Provided that no member or creditor or other person 
shall be entitled to such repayment or satisfaction until 
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the preliminary resolution is confirmed as provided in 
sub'seciion (6) 

<9) If within such time as the Registrar considers 
reasonable, the share capital of the members referred to 
in subssection <8> is not repaid or the claims of the 
creditors referred to in that subasection are not satisfied, 
or the claims of the other persons are not satisfied or 
secured as provided in clause <iii) of siib=section (8>, 
the Registrar may refuse to register the new societies 

(10) Notwithstanding anything contained in the 
Transfer of Property Act, 1882, or the Indian Registrar 
tion Act, 1908, the registration of the new societies 
shall be a sufficient conveyance to vest the assets and 
liabilities of the original society in the new societies 
in the manner specified In the preliminary resolution as 
confirmed under sub'scction l6l). 

Id. (1) No amendment of the by-laws of a society 
shall be valid until approved by the resolution of a 
general meeting and registered under this Act for which 
purpose a copy of the amendment shall be forwarded 
to the Registrar. 

(2) If the Registrar is satisfied that any amendment 
of the by-laws is not contrary to this Act or to the 
rules he may register the amendment- 

(3) When the Registrar registers an amendment of 
the by-laws of a society, he shall issue to the society 
a copy of the amendment certified by him, which shall 
be conclusive evidence that the same is duly registered- 

I6A. (I) A society may. Subject to the provisions 
of section 16, by an amendment of its by-laws, change 
its liability from limited to unlimited or unlimited to 
limited. 

t2) No such amendment shall be registered by the 
Registrar unless he is satisfied— 

(0 that sufficient notice has been given to every 
member of the society and to any person or class of 
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persons whose interest will, in the opinion of the 
Registrar, be affected by the alteration, and 

fii) that with respect to every such member or 
person who, in the opinion of the Registrar, is entitled 
to object- 

fa) either his assent has been obtained to the 
change, 

(b) or if he signifies his objection— 

<t) he IS allowed to withdraw his share if 
he is a member, or 

(ii) his debt or claim has been discharged 
or has determined or has been secured 
to the satisfaction of the Registrar 
within three months from the date of 
the notice. 

Provided that the Registrar may, in the case of any 
person or class of persons for special reasons, dispense 
with the notice required by this sub'scction) 

CHAPTER IIJ 

Rights and habtlities of members 

17 No person shall exercise the rights of a member 
of a society unless or until he has made such payment 
to the society in respect of membership, or acquired 
such interest in the society as may be prescribed by the 
rules or the by-laws of such society. 

18. (1) No member of any society shall have more 

than one vote in its affairs, provided that in the case of 
an equality of votes the chairman shall have a casting 
vote. 

(lA) Where a share of a society IS held lointlyby 
more than one person, only the person whose name 
stands first in the share certificate shall have the right to 

vote. . 

(2) A society, which has invested any part ot its 
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funds in the shares of another society, may appoint one 
of its members to vote in the affairs of such other 
registered society. 

19. (1) The transfer or charge of the share or RestricUo^ns 
interest of a member in the capital of a society shall be of share 
subject to such conditions as to maximum holding as interest 
may be prescribed by this Act or by the rule. 

(2) A member shall not transfer any share held by 
him or his interest in the capital or property of any 
society or any pan thereof unless 

(a) he has held such share or interest for not less 
than one year, 

(b) the transfer or charge is made to the society 
or to a member of the society or to a person 
\phose application for membership has been 
accepted by the society, and 

(c) the committee has approved such transfer 

CHAPTER IV 
Duties of societies 

10. Every society shall have an address registered 
in accordance with the rules, to which all notices and 
communications may be sent and shall send notice in 
writing to the Registrar of any change in the said address 
within 30 days of such change 

11. Every society shall keep open to inspection at 
all reasonable times at the registered address of the 
society— 

(a) a copy of this Act. 

(b) a copy of the rules governing such society. 

(c) a copy of the by-laws of such society, and 

(d) a register of its membets. 

12» (1) The Registrar shall by himself or by some 

person authorised by him in writing by general or 
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special order in this behalf audit the accounts of every 
society once at least in every year. 

(2) The audit under sub*section (1\ shall include an 
examination of overdue debts, if any, the verification of 
cash balance and securiHes, and a valuation of the assets 
and liabilities of the society. 

(3J The Registrar or other person auditing the 
accounts of any society shall have free access to the 
books, accounts and vouchers of such society and shall 
be allowed to verify its cash balance and securities. 

The Directors, Managers, and other officers of the 
society shall furnish to the Registrar or other person 
appointed to audit the accounts of a society all such 
information as to its transactions and working as the 
Registrar or such person may require. 

(4) The Registrar and every other person appointed 
to audit the accounts of a society shall have power, 
when necessary— 

(i) to summon at the lime of his audit any officer, 
agent, servant or member of the society who 
he has reason to believe can give valuable 
information in regard to any transaction of 
the society or the management of its aifairs. or 

(ii) to require production of any book or document 
relating to the affairs of any cash or securities 
belonging to the society by the officer, agent, 
servant or memberin possession of such book, 
document, cash or securities. 
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CHAPTER V 


Prnileges of Societies 


13. See sec. 18 of Act II of 1912. 

14. <1) Subject to any prior claim of the Govern* 
■ment m respect of land revenue or any money recover* 
able as land revenue or of a landlord in respect of rent 
or any money recoverable as rent, 

<a) any debt or outstanding demand owing to a 
society by any member or past member shall 
be a first charge <i> upon crops or other agn* 
cultural produce raised in whole or in p3rt 
with a loan taken from the society by such 
member or past member, and <ii> upon any 
cattle, fodder for cattle, agricultural or indus¬ 
trial implements or machinery, or raw mate¬ 
rials for manufacture or workshops, godown 
Of place of business, supplies to or purchase 
by such member or past member in whole or 
in part from any loan whether in money or 
goods given him by the society. 

<b) any outstanding demands or dues payable to 
a housing society by any member or past 
member in respect of rent, shares, loans or 
purchase money or any other rights or amounts 
payable ro such society shall be a first charge 
upon his interest in the immoveable property 
of the society. 

(2> No property or interest in property which is 
subject to a charge under sub-section <1> shall be trans¬ 
ferred in any manner except by way of lease for a term 
not exceeding ten years without the prc\ious permission 
of the society. 

2S 
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<3) Notwithstanding anything contained in any- 
hv, any transFer made in contravention of the provi*- 
sions of sub=section <2> shall be void. 

<4> Any person who in contravention of the provi» 
sions of sub-section <2> transfers any property which is 
subject to a charge under sub»section <1> shall, on con* 
viction, be punishable with imprisonment for a term 
which may extend to six months or with fine which may 
extend to five hundred rupees. 

Charge on 24.AA. Notwithstanding anything contained in this 
mope^y^of other law for the time being in force— 

<i> any person who makes an application to a 
society of which he is a member for a loan 
shall, if he owns any land, make a declaration 
in the form prescribed by rules/ such declara* 
tion shall state that the applicant thereby 
creates a charge on the land owned by him 
and specified therein for the payment of the 
amount of the loan which the society may 
make to the member m pursuance of the appli* 
cation and for all future advances, if any, 
required by him which the society may make 
to hint as such member subject to such maxi» 
mum as may be determined by the society 
together with interest on such amount of the 
loan and advances 

<ii> any person who has borrowed a loan from a 
society of which he is a member before the 
date of the coming into force of the Bombay 
Co-operative Societies (Amendment) Act of 
1948, and who owns any land shall, as soon a> 
possible, make a declaration in the form and to 
the effect referred to in clause (1) and ro such 
person shall, unless and until he has made 
such declaration, be entitled to exercise any 
right as a member of the society/ 
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(lii) a declaration made under clause (i) or (ti) may 
be varied at any time by a member with the 
consent of the society in favour of which such 
charge is created/ 

(iv) no member shall alienate the whole or any 
part of the land speci6ed in the declaration 
made under clause 0) or (ii) until the whole 
amount borrowed by the member together 
with interest thereon is paid m full. 

Provided that standing crops on any such land may 
be alienated with the previous permission of the society, 

(v) any alienation made in contravention of the 
provisions of clause (iv) shall be void, 

(vi) subiect to the prior claims of the Government 
in respect of land revenue or any money re* 
coverable as land revenue and to the charge, 
if any, created under an award made under 
the Bombay Agricultural Debtors Relief Act, 
1^7, there shall be a first charge In fa\’Our of 
the society on the land specified in the declara¬ 
tion made under clause (i) or (u) for and to the 
extent of the dues owing by him on account 
of the loan, 

(vii) notwithstanding anything contained in Chapter 
X«A of the Bombay Land Revenue Code, 
1879, the Record of Rights maintained under 
the said Chapter shall also include the 
particulars of every charge created under a 
declaration under clause (i) or (li). 

Explanation —For the purposes of this section, 
'society' shall mean a socieiy of which ma;ofity of the 
members are agriculturists and which is— 

<a> a Resource socieiy the primary object of 
V hich IS to obtain credit for its members/ or 
<b> any other class of societies specified in this 
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behalf by the Provincial Government by a 
general or special order. 

Deduction 24A. <1> A member of a society may execute an 
to^eef*'^^ agreement in favour of the society providing that bis 
dai'm m* crnployer shall be competent to deduct from the salary 
certain or wages payable to him by the employer such amount 
as may be specified in the agreement and to pay the 
amount so deducted to the society in satisfaction of any 
debt Of other demand owing by the member to the 
society. 

<2> On the execution of such agreement the 
employer shall, if so required by the society by a requisi* 
tion in writing and so long as such debt or demand or 
any part of if remains unpaid, make the deduction in 
accordance with the agreement and pay the amount so 
deducted to the society- 

(3) The provisions of this section shall also apply 
to all such agreements of the nature referred to in sub« 
section (1) as were in force on the date of the com¬ 
mencement of the Bombay Co-operative Societies 
(Amendment) Act, 1942. 

(4i Nothing conuined in this section shall apply 
to persons employed in Federal railways (within the 
meaning of the Government of India Act, 1935), mines 
and oilfields- 

Charge and 
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the deceased member to a person or persons nominated 
in accordance ^ith the by-law^ of the society, if duly 
admitted a member of the society, in accordance ^ith 
the rules or the by*Iau-s of the society, or if there is 
no person so nominated, to such person as may appear 
to the Committee to be the heir or legal representative 
of the deceased member if duly elected a member of 
the society, or may pay to such nominee, heir or legal 
representative, as the case may be, a sum representing 
the value of such member's share for interest as ascer* 
tained in accordance vpith the rules or by-laws : 

Provided that such nominee, heir or legal represen* 
tativc, as the case may be, may require that payment 
shall be made by the society within one year from the 
death of the member of the value of the share or 
interest of such member ascertained as aforesaid. 

(2) A soc«er>’ shall subject to the provisions of 
section 23 and unless prevented by an order of a com* 
peten i court pay to such nominee, heir or legal represen¬ 
tative, as the case may be, ail other moneys due to the 
deceased member from the society. 

(3) All transfers and payments made by a society 
in accordance with the provisions of this section shall 
be valid and effectual against any demand made upon 
the society by any other person. 

28. See Sec. 23 of Act II of 1912. 

29. See Sec 24 of Act II of 1912. 

30. See Sec. 25 of Act II of 191Z. 

31 (I) A copy of any entry in any book, register 
or list regularly kept m the course of business in the 
possession of a society shall, ifduly certihed in such 
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manner as may be prescribed by the rules, be admissible 
in evidence of the existence of the entry and shall be 
admitted as evidence of the matters and transactions 
therein recorded In every case where, and to the same 
extent to which, the original entry would, if produced, 
have been admissible to prove such matters. 

(2) In the case of such societies as the State 
Government by general or special order may direct no 
officer of a society shall in any legal proceedings to 
which the society Is not a party be compelled to produce 
any of the society's books, the contents of which can 
be proved under sub-seciioo (1), or to appear as a 
witness to prove the matters, transactions and accounts 
therein recorded, unless by order of the Court or a 
fudge made for special cause- 

32. Sec See, 27 of Act II of 19)2. 


33. (1) The Central Government by notification 
in the Official Gazette, may in the case of any society 
or class of societies, remit the incometax or super tax 
payable in respect of the profits of the society, or of 
the dividends or other payments received by the 
members of the society on account of profits or in 
respect of interest on securities held by the society- 
(2) The Government by notification in the Official 
Gazette may, in the case of any society or class of 
societies remit- 

fa) the stamp^uty with which, under any law 
for the time being in force, instruments 
executed by or on behalf of a society or by an 
officer or member and relating to the business 
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of the society, or any class of such instru® 
ments or awards of the Registrar or arbitrators 
under this Act are respectively chargeable / 
and 

<b) any fee payable under the law of registration 
and of court fees for the time being in force. 

In this sub»section 'Government' in relation to 
-‘Stamp-duty, means the Government which is the 
'Collecting Government for the purposes of the Indian 
Stamp Act, 1899, in relation to court fees means the 
Government which is the appropriate Government for 
the purposes of the Court Fees Act, 1870, and save as 
aforesaid means the State Government. 

33 A. With such safeguards as may be prescribed 
by rules in this behalf the State Government may give 
loans to societies or guarantee the payment of the 
principal of debentures issued by them or of interest 
thereon or both. 


CHAPTER VI 

Property and iunds of societies 

34. <1> Except with the general or special sanction 
of the Registrar a society shall not make a loan to any 
person other than a member- 

<2> Deleted. 

<3> The State Government may, by general or 
special order, prohibit or restrict the lending of money 
on the security of moveable property or on mortgage of 
immoveable property by any society or cla-.s of societies. 

35. Sec Sec. 30 of Act 11 of 1912- 
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36. Consumers', Producers' and Housing Societies- 
may to the extent permitted by-their by-laws trade with 
Ipersons who are not members/ but the transactions of 
a Resource society'with persons other than members 
except as provided under section 34 or 35 shall be 
subject to such prohibitions and restrictions, if any, as 
the State Government may by rules prescribe. 

37. A society may invest oi* deposit its funds — 

<a> in the Government Savings Bank/ or 

<b> in any of the securities specified in section 
20 of the Indian Trusts Act, 1882/ or 
<c> in the shares Of on the security of any other 
society, ptovided that no such investment 
shall be made in the shares of any society 
other than one with limited liability/ or 
<d) with any bank or person carrying on the 
business of banking approved for this purpose 
by the Registrar, or 

<e> in any other mode permitted by the rules or 
by general or special order of the State 
Government. 


RestnctioBs 38. No Society shall pay a dividend to its members 
on dmdeod. • ,-1 

at a rate exceeding 04 per cent 

_ 39. <I) Every society which does or can derive a 

Reserve ,,, • rj 

Fund profit from its transactions shall maintain a reserve fund 

<2> In the case of a Resource or Producers' society 
at least 4 th of the net profits of the society each year 
shall be carried to the reserve fund and in the case of 
any other society at least I/lOth of the net profits of the 
society each year shall be earned to the reserve fund 
and such reserve fund may be used in the business of 
the society or may be invested, subject to the provisions 
of section 37, as the State Government may by general 

or special order direct, or may, with the previous sanc» 

tion of the State Government be used in part for some 
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public purpose likely to promote the objects of this Act 
or for some purposes of provindal or local interest- 

39A. Every society vi/hich pays a dividend fo its 
members at a rate of 4 per cent or more shall contribute 
towards the educational fund of the Bombay Provincial 
Co-operative Institute at such rate as may be 
prescribed. 


40. Subject to the provisions of section 38 the 
balance of the profits of a society after making the 
prescribed provision for the reserve fund and contribu¬ 
tion, if any, to the educational fund of the Bombay 
Provincial Co-operative Institute may together with any 
available profits of past years be distributed among its 
members and in the case of Consumers' and Producers' 
societies, also among persons who are not members, 
to the extent and under the conditions prescribed by the 
rules or by the by-laws of such societies provided that — 
<a> in the case of a Resouice society on a basis 
of unlimited liability in which the members do 
not hold shares, no distribution of profits shall 
be made without the general or special order 
of the State Government in this behalf, and 
<b) in the case of a Resource society on a basis of 
unlimiied liability in which the members hold 
shares, no such distribution of profits shall be 
made until 10 years from the date of registra¬ 
tion of the society have elapsed. 

41. Any society may establish a provident fund for 
its members or officers or servants out of contributions 
from such members or officers Of servants, as the case 
may be, in accordance with by-laws made by the 
society in this behalf and may contribute to such 
provident fund from its net profits, after the prescribed 
payments have been made to the reserve fund, provided 
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that such provident fund shall not be used in the business 
of the society but shall be invested under the provisions 
of section 37j and provided further, that no pan ol such 
provident fund shall be considered as an asset of the 
society. 

-uonfo*^'^* the approval of the Bombay Central 

charitable Ca»operative Instiiote and after the payments prescribed 
purpose. by subi*section <2> of section 39 and section 39A have 
been made any society may— 

<a> set aside a sum not exceeding’ 20 per cent of 
its net profits, and 

<b) utilise from time to time the whole of such 
sum in contnbuiiog to any public or co-opera* 
five purpose, or to a charitable purpose as 
defined in section Z of the Charitable Endow* 
ments Act, 1890. 


CHAPTER VII 
Irtspeciion o/ djfatrs. 

Inquiry by 43 , The Registrar may of his own motion by 
itegistrar - . . . ,, .. 

bimseu or by a person duly authorised by him m writing 
in this behalf hold an inquiry into the constitution, work* 
ing and financial condition of a society. 

<2) The Registrar shall hold such an inquiry as is 
contemplated in sub-section <I> of this section — 

<a> on the requisition of a society, duly authorised 
by rules made in this behalf to make such 
requisition, in respect of one of its members, 
such member being itself a society 
<b) on the application of a matonty of the com* 
mittee of the society. 

<c> on the application of 4rd of the members of 
the society. 

<3) All ofRccrs and members of the society whose 
affairs are investigated shall furnish such information m 
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ibeir possession iu regard to the affairs of the society as 
the Registrar or the person authorised by the Registrar 
may require* 

(4) The result of any inquiry under this section shall 
be communicated to the society whose affairs have been 
investigated. 

44, <1) The Registrar may on the application of a 
creditor of a society inspect or direct some person 
authorised by him by order in writing in this behalf to 
inspect the books of the society: 

Provided that— 

(ai the applicant satisfies the Registrar that the 
debt IS a sum then due, and that he has deman¬ 
ded payment thereof and has not received 
satisfaction within a reasonable time, and 

(b) the applicant deposits with the Registrar such 
sum as security for the costs of the proposed 
inspection as the Registrar may require. 

(Zl The Registrar shall communicate the result of 
any such inspection to the creditor. 

45. Where an Inquiry is held under section 43 or an 
inspection is made under section 44 the Registrar may 
apportion the costs, or such part of the costs, as he may 
think right between the society, the members or creditor 
demanding the inquiry or inspection, the officers or 
former officers, and the members or past members of the 
society! 

Provided that— 

(a) no order of apportionment of the cost shall be 
made under this section unless the society or 
persons liable to pay the costs thereunder has 
or have Seen heard or has or have had a 
reasonable opportunity of being heard/ 

(b) the Registrar shall state in writing under his 
own hand the grounds on which the costs are 
apportioned. 
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46. Any sum awarded by way of costs under section 
45 may be recovered od application by the Registrar to 
a Magistrate having jurisdiction in the place where the 
person from whom the money is claimable actually and 
voluntarily resides, or carries on business, by the distress 
and sale of any moveable property within the limits of 
the jurisdiciion of such Magistrate belonging to such 
person, and such Magistrate shall proceed to recover 
the same in the same manner as if it were a fine imposed 
by himself. 

46*A (1) If the result of any inquiry held under 
section 43 or an inspection made under section 44 dis¬ 
closes any defects in the working of a society the 
Registrar may bring such defects to the notice of the 
society and if the society is a member of a Federal 
society to the notice of the Federal society. The 
Registrar may also make an order directing the society 
or Its officers or the Federal society to take such action 
as m^y be specified in the order to remedy the defects 
within the time specified therein. 

{2) The Federal society or the society concerned 
may appeal against an order made by the Registrar undec 
sub^section (1) to tbe State Government within the time 
specified in the order. 

(3j The State Government may in deciding the 
appeal annul, reverse, modify or confirm the order of 
the Registrar. 

CHAPTER Vllf 

Liquidation and Arbitration 

47. If the Registrar, afteran inquiry has been held 
under section 43 or after an inspection has been made 
under section 44 or on receipt of an application made 
hv three fourths of the members of a society present at 
a special general meeting, called for the purpose or of 
his own motion, in the case of a society that has not 
commenced worldng, or has ceased working, or possesses 
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stiares or members’’ deposits not exceeding Rs. 500, is of 
opinion that the society ought to be wound up he may 
issue an order directing it to be -wound up, and when 
necessary, may appoint a liquidator for the purpose and 
fix his remuneration- 

48, Where it is a condition of the registration of a 
society that it shall consist of at least ten members who 
are majors, the Registrar may by order m writing direct 
the society to be wound up, if at any time it is proved 
to his satisfaction that the membership has been reduced 
to less than ten such members. 

48A. Notwithstanding any thing contained in 
sections 28 and 29, when a society ts directed to be 
wound up under section 47 or 48, the liability of a past 
member and the liability of the estate of a deceased 
member of the society, as it existed on the date on 
■B’hich the society was directed to be wound up, shall 
continue until all the (labtiiues of the society are met- 

49 When the affairs of a society for which a 
liquidator has been appointed under section 47 have 
been wound up, or, where no liquidator has been 
appointed after two months from the date of an order 
under section 47, or after confirmation of such order in 
appeal, the Registrar shall make an order cancelling the 
registration of the society, and the society shall be 
deemed to be dissolved from the date of such order. 

50. A liquidator appointed under section 47 shall 
have power with the sanction of the Registrar to do all 
or any of the following things — 

<a> pay any class or classes of creditors in fuJb 
(b> make any compromise or arrangement with 
creditors or persons claiming to be creditors 
or having or alleging themselves to have any 
claim, present or future, whereby the society 
may be rendered liable. 
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<c> to compromise ati calls or liabilities to cads 
and debts and liabilities capable of resuhinff 
in debts, and alf claims, present or future, 
certain or contingent, subsisting or supposed 
to subsist between the society and a contribu* 
lory or other debtor or person apprehending 
liability to the societs' and all questions in 
any way relating to or affecting the assets or 
tbe winding up of the society on such terms 
as may be agreed and take any security for 
the discharge of any such call, Itabiltcy, debt. 
Of claim and give a complete discharge in 
respect thereof, 

(d) from time to time to determine the contribu* 
tlon to be made or remaining to be made by 
the members or past members or by the estates 
Of nominees, heirs or legal representatives of 
deceased members or by any officers to the 
assets of the society, such conwibution includ¬ 
ing debts due from such members or persons / 

(e) to institute and defend suits and other legal 
proceedings on behalf of the society m the 
name of his office / 

(f) to issue requisitions under section 59 upon the 
Collector for the recovery as arrears of land 
revenue of any sum ordered by him to be 
recovered as dues from members, or as a con¬ 
tribution to the assets of the society or to the 
cost of liquidation / 

(g) to get disputes referred to arbitration , 

(h) to investigate all claims against the society 
and subiect to the provisions of this Act to 
decide questions of priority arising out of such 
claims, and to pay rateably according to the 
amount of such debts, the surplus if any being 
applied in payment of interest from the date 
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of liquidation at a rate to be fixed by the Regis^ 
tiar and not exceeding the contract rate, 

(0 to deierinine by what persons and in what pro* 
portion the cost of the liquidation shall be 
borne 

(j) to give such directions m regard to the collec* 
tion and distribution of the assets of the 
society as may appear to him to be necessary 
for winding up the affairs of the society, 

(k) to fix the lime or times within which creditors 
shall prove their debts and claims or be inclu^ 
ded for the benefit of any distribution made 
before those debts or claims are proved / 

(l) to carry on the business of the society so far 
as may be necessary for the beneficial winding 
up of the same. 

Provided that no liquidator shall determine the con¬ 
tribution, debt or dues to be recovered from a member 
or a past member or the representative of a deceased 
member unless opportunity has been given to such mem« 
her Of past member Of to such representative to answer 
the claim 

SOA (1) Where, in the course of an audit under 
section 22 or an inquiry under section 43 or an inspec¬ 
tion under section 44 or the winding up of a society it 
appears that any person who has taken part in the 
organisation or management of the society or any past 
or present chairman, secretary, member of the managing 
committee or officer of the society has misapplied or re» 
tained or become liable or accountable for any money 
cr property of the society or has been guilty of mis* 
feasance or breach of trust In relation to the society, 
the Registrar may, on the application of the officer con¬ 
ducting the audit or holding the inquiry or inspection, 
or the liquidator or any creditor or contributory 
examine into the conduct of such person and after 
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givirtg reasonable opportunity to ibe person concerned to 
submit his explanation, make an order requiring him to 
repay or restore the money or property or any part 
thereof respectively with Interest at such rate as the 
Registrar thinks just or to contribute such sum to the 
assets of the society by way of compensation in regard 
to the misapplication, retainer, misfeasance or breach 
of trust as the Registrar thinks just. 

This section shall apply notwithstanding that the act 
is one for which the offender may be criminally 
responsible. 

51. Save in so far as is expressly provided in this 
Act no civil court shall take cognisance of any matter 
connected with the winding up or dissolution of a society 
under this Act and when a winding up order has been 
made no sun or other legal proceeding shall he or be 
proceeded wtih against the society except by leave of 
Registrar and subject to such terms as he may impose. 

52. After all the liabilities including the paid-up 
share capital of a cancelled society have been met, the 
surplus assets shall not be divided amongst its members 
but they shall be devoted to any object or objects dcs» 
cnbed in the by-laws of the society and when no object 
IS so described, to any object of public utility determined 
by the general meeting of the society and approved by 
the Registrar or they may in consultation with them 
either be assigned by the Registrar in whole or in part to 
any or all of the following: — 

(a) an object of public utility of local or commu* 
nal interest/ 

(b) a chantablc purpose as defined m section 2 of 
the Charitable Endowments Act, 1890, 

(c) the Bombay Central Co-operative Institute, or 
may be placed on deposit with a Central 
Co-operative Bank until such time as a new 
society with similar conditions ts registered 
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when u'iih ihe consent of the Registrar such 
surplus ^ay be credited to the reserve fund of 
such new society. 

53. When the society directed to be wound up is a 
"housing society, its assets, both moveable and immove* housing 
able, shall for the purpose of winding up or dissolution 
of the society jointly vest, subject to all rights and equi^ 
ties, in three persons of whom one shall he nominated 
by the Registrar, one shall be nominated by the said 
Society in a general meeting specially called for the 
purpose and one shall be nominated by the Bombay 
Central Co-operative Institute. Such persons shall, for 
the purpose of winding up or dissolution of the society, 
be Joint Liquidators and shall have all the powers of a 
liquidator under this Act. They may, with the sanction 
of the Registrar, continue the working of the society, or 
may, subject to his sanction and m consultation with the 
vmembcrs of the society in a general meeting, reconstruct 
the society or may sell off the premises of the society 
to the best advantage of all interests concerned, and 
when all the liabilities of the society are met, may 
dispose of the surplus assets of the society, tf any, as 
provided in section 52- 

54. If any dispute touching the constitution or busU Arbitiauon- 
ness of a society arises between members or past 
members of the society or persons claiming through a 
member or past member or between member or past 
members or persons so claiming and any officer, agent, 
or servant of the society past or present or between the 
society or its committee, and any officer, agent, member 
Or servant of the society past or present, it shall be 
referred to the Registrar for decision by himself or his 
nominee or if cither of the parties so desires, to arbitra« 
tion of three arbitrators who shall be the Registrar or 
his nominee and two persons of whom one shall be 
nominated by each of the parries concerned. 

29 
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A dispute shall include claims by a society for debts 
Of demands due to it from a member or past member 
or the heirs or assets of a past member whether sucK 
debts or demands be admined or noit 

Provided that if the question at issue between a 
society and a claimant, or between different claimants, 
is one involving complicated questions of law and fact, 
the Registrar may, if he thinks fit, suspend proceedings 
in the matter until the question has been tried by a 
regular suit instituted by one of the parties or by the 
society. If no such suit is instituted within six months 
of the Registrar's order suspending proceedings the 
Registrar shall take action as laid down in paragraph 
1 of the section- 

Tribunal’s of any award made by the 

oiodif arbitrators under section 54, the Tribunal may, on the 
correct’or application of any of the parties to the award or other- 
award recorded in writing— 

<i> modify the award, or 

<ii> set it aside and order that the dispute shall be 
referred back to the arbitrators in the manner 
provided under the said section: or 
<ni> pass such order thereon as it deems just, 
provided that no such order shall be made— 

<a> after the issue of a certificate under section- 
59 for the execution of the award, and 
<b) except on any of the following grounds— 

<i> an objection to the legality of the award is- 
apparenton the face of it, or 
<ii> the award has been vitiated in consequence 
of corruption or misconduct on the part of 
any of the arbitrators, or 
<iii> the award is in any way pen'erse. 
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<2> In making an order under sufc*section <1) that 
the dispute shall be referred back to arbitration, the 
Tribunal may direct that all or any of the arbitrators 
who made the award shall not act again as arbitrators 
for deciding the dispute. 

(3) Where a dispute is referred back to arbitration 
under sub^section (1), the arbitrators shall make a fresh 
award within such time as may be fixed by the Tribunal, 

If the arbitrators fail to make a fresh award within the 
time so fixed, the Registrar or his nominee shall decide 
the dispute. 

(4) When the award js made by the arbitrators 
under sub-section (3), the Tribunal may. on the applica¬ 
tion of any of the parties to the award or otherwise for 
reasons to be recorded in writing— 

(t) modify the award, or 

(n) pass such order thereon as it deems just. 

To such modification or order the proviso to sub¬ 
section (1) shall apply. 

(5) The applications under sub-sections (1) and (4) 
shall be made withm two months from the date of the 
award made by the arbitrators 

55. U) Where a dispute has been referred to the Auachmei 
Registrar under section 54 or to arbitration, under clause before 
(g) of section 50, the Registrar or his nominee or the 
arbitrators, as the case may be, if satisfied on inquiry or 
otherwise, that a party to such arbitration with intent to 
delay or obstruct the execution of any award that may 
be made- 

fa) is about to dispose of the whole or any part 
of his property, or 

(b) is about to remove the whole or any part of 
his property from the Jurisdiction of the 
Registrar, 

may unless adequate security is furnished direct the 
conditional aitachmeni of the said property; and such 
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attachment shad have the same effect as if made by a 
competent Civil Court. 

(2) The Registrar Of his nominee or the arbitrators, 
as the case may be, may in order to prevent the ends 
of justice being defeated make such interlocutory orders 
pending the decision in a dispute referred to in sub» 
section (1) as may appear to be just and convenient. 
Appeal 56. Any party aggrieved by any decision of the 

decision of f^®?*strar or his nominee under section 54 or sub-section 
Regisuar (3) of section 54A or an order passed under section 55 
nominee. by the Registrar or his nominee or arbitrator may, within 
two months from the date of the decision or order, 
appeal to the Tribunal: 

Provided that— 

(a) any appeals filed on or after the 1st day of 
April, 1948 before the Registrar against the 
decision Of order of his nominee made or 
passed under section 54, 54A or 55 shall be 
and are hereby transferred for decision to the 
Tribunal and shall be disposed of by the 
Tribunal, as if they were instituted before it 
under this section/ 

(b) all appeals which would have been filed 
before the Tnbunal against the decision or 
order of the Registrar or his nominee made or 
passed under the aforesaid sections, but which 
could not be fifed only on the ground that the 
Tribunal was not constituted, may be filed 
before the Tnbunal within a period of one 
month from the commencement of the Bombay 
Co-operative Societies (Amendmeni) Act, 
1949 or before the 15lh day of June, 19i9 
whichever date is later, notwithstanding the 
fact that the period of one month provided by 
this section may have expired. 
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57. The aw'ard of the arbitrators or a decision by 
the Registrar or his nominee under section 54 or 54A 
shall not be liable to be called in question in any civd 
or revenue court. 

58. Wherever in this Act it is provided that the 
Registrar or person duly authorized by general or special 
order in writing by the Registrar in this behalf shall hold 
an inquiry under section 43 or shall make an inspection 
under section 44 or shall wind up a society or shall 
arbitrate, such Registrar, or person authorised, as 
the case may be, shall have the power to summon 
and enforce the attendance of witnesses including the 
parties interested or any of them and to compel them to 
give evidence, and to compel the production of document 
by the same means and as far as possible m the same 
manner as is provided in the case of a civil court by the 
Code of Civil Procedure, 190S. 

59. <1> Every order passed by a liquidator under 
section 50, or by the Registrar under sub^section <1> 
of se'etion 50A or by the Registrar or his nominee or 
arbitrators on disputes referred to him or them under 
clause <g> of section 50 or under section 54 or under 
sub'seciion <3> of section 54»A. every order passed in 
appeal under section 56, every order passed in revi^ 
Sion under sub-»section (6> of section 63‘'A and every 
order passed by the State Government in appeal against 
orders passed under section 50 shall, if not carried out.— 
<a> on a certificate signed by the Registrar or a 
liquidator, be deemed to be a decree of a 
Civil Court and shall be executed in the same 
manner as a decree of such Court / or 
<b) be executed according to the law and under 
the rules for the time being In force for the 
recovery of arrears of land revenue, provided 
that any application for the recovery in such 
manner of any sum shall be made to the 
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Collector and shall be accompanied by a certi^ 
ficate signed by the Registrar or by an Assis« 
tant Registrar to whom the said power has 
been delegated by the Registrar. Such app)U 
cation shall be made within twelve months 
from that date fixed in the order, or if no such 
date is fixed, from the date of the order. 

59,AA. Any private transfer or delivety of, or 
encumbrance or charge on, property made or crcited 
after the issue of the certificate of the Registrar, Liqui® 
dator, or Assistant Registrar, as the case may be, under 
section 59 shall be null and void as against the society 
on whose application the said certificate was issued- 

S9-A <1) When in execution of an order sought 
to be executed under section 59, any property cannot 
be sold for want of buyers, if such property is in the 
occupancy of the defaufter or of some person on his 
behalf or of some person claiming under a title created 
by the defaufter subsequently to the issue of the certi' 
ficate of the Registrar, Liquidator or Assistant Registrar 
under clause (a'or (b) of sub-^section (1), the Court or 
the Collector, as the case may be, may, with the previ¬ 
ous consent of the Registrar, direct that the said property 
or any portion thereof shall be transferred to the society 
which has applied for the execution of the said order 
and that the said property or the portion shall be deli¬ 
vered to the society in the prescribed manner. 

(2) Subject to such rules as may be made in this 
behalf and to any rights, encumbrances, charges or equi¬ 
ties lawfully sidjsisung in favour of any other person, 
such property or portion thereof shall be held by the 
said society on such terms and conditions as may be 
agreed upon between the Court or the Collector, as the 
case may be, and the said society. 
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"SSiB, (1) Nolwithsiandins anything contained in 
rscctions 54 and 59, on an application made by a land 
•mortgage bank for the recovery of arrears of any sum 
advanced by it to any of Its members or by a resource 
society for the recovery of arrears of any sum advanced 
by it to any of its members on account of financing of 
<rops or seasonal finance and on its furnishing a states 
ment of accounts in respect of the arrears, the Registrar 
may, after making such enquiries as he deems fit, grant 
a certificate for the recovery of the amount stated there* 
in to be due as arrears* 

(2) A certificate granted by the Registrar under sub* 
section (1) shall be final and conclusive. The arrears 
•stated to be due therein shall be recoverable according 
to the law for the time being m force for the recovery 
of land revenue. 

(3) It shall bel awful for the Collector to take 
iprecautlonary measures authorised by sections 140 to 

144 of the Bombay Land Revenue Code, 1879, until the 
arrears due to the land mortgage bank or the resource 
society together with interest and any incidental charges 
incurred in the recovery of such arrears are paid or 
security for payment of such arrears is furnished to the 
satisfaction of the Registrar. 

Explanation i —For the purposes of this section— 

(1) aland mortgage bank means the Bombay State 
Co»operative Land Mortgage Bank or any other co* 
operative land mortgage bank ■which is registered under 
this Act and is a member of that bank. 

(2) "financing of crops" and "seasonal finance" 
shall have the meaning given to them by the Bombay 
Agricultural Debtors Relief Act, 1947. 
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CHAPTER IX 
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Offences 

It shall be an offence under this Act if— 

(a) a society with a workin? capital of Rs. 50,000 or 
more or an oftcer or member thereof fails without any 
reasonable excuse to j^ve any notice, send any return or 
document, do or allow to be done anything: which the 
society, officer or member ts by this Act required tO" 
Sfive, send, do or allow to be done/ or 

(b) a society or an officer or a member thereof" 
wilfully neglects or refuses to do any act or to furnish 
any information required for the purposes of this Act 
by the Registrar or other person duly authorised by him 
in writing In this behalf, or 

(c) a society or an officer or member thereof 
wilfully makes a false return or furnishes false Informal 
tion/ Of 

(d) any person wilfully or without any reasonable 
excuse disobeys any summons, requisition or lawful 
written order issued under the provisions of this Accor 
does not furnish any information lawfully required from 
him by a person authorized to do so under the provi¬ 
sions of this Act- 

60-A. Any officer of a society who wilfully recom¬ 
mends or sanctions, for his own personal use or benefir, 
loan in the name of any other person shall, on convic¬ 
tion, be punishable with fine which may extend to five 
hundred rupees. 

61. Every society, officer or member of a society 
or other person guilty of an offence under this Act for 
which no penalty is expressly provided herein shall be 
liable to a fine not exceeding Rs- 50. 

62. (1) No person other than a registered society 
shall without the sanction of the State Government trade 
or cany on business under any name or title of which. 
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the word "co»opefativc" or its vernacular equivalent 
forms part. 

Provided that nothing in this section shall apply to 
the use by any person or his successor in interest of any 
name or title under which he traded or carried on busU 
ness at the date on which this Act comes into operation- 
(2) Whoever contravenes the provisions of this 
section shall be punishable with fine which may extend 
to fifty rupees and in the case of a continuing offence 
with further fine of five rupees for each day on which 
the offence is continued after conviction therefor- 

63. (1) No court inferior to that of a Presidency o°off'en«st 
Magistrate or a Magistrate of the First Class shall try 
any offence under this Act 

(2) Notwithstanding anything contained in the Code 
of Criminal Procedure, 1898, every offence under this 
Act shall, for the purposes of ihc said Code, be deemed 
to be non'cognizable 

(3) No prosecution under this Act shall he lodged 
without the previous sanction of the Registrar, which 
shall not be given except after hearing the party con* 
cemed. 


CHAPTER X 
Appeals and Re\ision 

63.A. <1) The State Government shall constitute a 
Tribunal, called the Bombay Cooperative Tribunal, to tive 
e'ccfcise the functions conferred on the Tribunal by or 
under this Act. 

(2) The Tribunal shall consist of not more than 
three members possessing such qualifications as may be 
prescribed. 

2*A. Where the Tribunal consists of three members, 
any two members of the Tfibtmal shall form the quorum 
for the disposal of its business. 
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(3) Any vacancy in the membership of the Tribunal 
shall be filled by the State Government* 

<4) Subject to the previous sanction of the State 
Government, the Tribunal shall frame regulations con-' 
sistent with the provisions of this Act and rules made 
thereunder, for regulating its procedure and the disposal 
■of its business. 

(5) The regulations made under subj’section (4) 
shall be published in the Official Gazette. 

(6) The Tribunal may call for and examine the 
record of any proceedings in which an appeal lies to it 
for the purpose of satisfying itself as to the legality or 
propriety of any decision or order passed. If in any 
•case w shall apptat to the Ttlbuaal that any such 
decision Or order should be modified/ annulled or revere 
sed, the Tribunal may pass such order thereon as to U 
may seem fit- 

6A. Where an appeal is made io the Tribunal under 
section 56 »i may in order to prevent the ends of justice 
being defeated make such interlocutory orders pending 
the decision of the appeal as may appear to it to be just 
and convenient or such orders as may be necessary for 
the ends of justice or to prevent the abuse of the process 
of the Tribunal. 

(7) An order passed m appeal, of m revision under 
sub-section (6J, by the Tribunal shall be final and con¬ 
clusive and shall not be liable to be called in question 
in any civil or revenue court. 

Appeals. An appeal against an order or decision of or 

sanctioned by the Registrar under sections 10, 16, 45,47, 
50, 50A, may be made by any party aggrieved or 
affected by the order or decision to the State Government 
within two months of the date of the communication of 
the order. 
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64-1 A. In all cases in which it is provided under 
this Act that an appeal may he filed against any decision 
or order within a specified period, the appellate 
authority may admit an appeal after the expiry of such 
period, if the appellant satisfies the appellate authority 
that he had sufficient cause for not preferring the appeal 
within such period. 

64-A. The State Government and the Registrar may 
call for and examine the record of any inquiry or the 
proceedings of any officer subordinate to them except 
those referred to in sub^section <6) of section 63A for 
the purpose of satisfying themselves as to the legality or 
propriety of any decision or order passed and as to the 
regularity of the proceedings of such officer If, in any 
case, it shall appear to the State Government or the 
Registrar that any decision or order or proceedings so 
called for should be modified, annulled or reversed, the 
State Government or the Registrar, as the case maybe, 
may pass such order thereon as to It or him may 
seem fit- 
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CHAPTER XI 

Farming Societies 

M'B This chapter shall apply lo Farming Socie* Applica- 
lies: Provided that the State Government may by chapter 
general or special order, direct that the provisions of 
this chapter shall also apply to any other class of 
societies and thereupon they shall apply as if such socle* 
ties were Farming Societies. 

64-C In this chapter, unless there is anything Definitions, 
repugnant in the subject or context,— 

(a> "Board" means the Board constituted under 
section 64*D / 

(b> deleted. 
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(c) "Director of Agriculture" means the officer 
appointed for the time being to be the Director 
of Agriculture, and includes any officer 
appointed by the State Government to perform 
the duties of the Director of Agnculture under 
this Act / 

(d) "Inquiry Officer" means an officer appointed 
to hold an inquiry under this chapter / 

(e) "Owner" includes an owner in severalty, in 
common or ;oint and includes also an occupant 
as defined in the Bombay Land Revenue Code, 
1879, a permanent tenant or tenant holding a 
lease for a period of not less than ten years 
and a mortgagee in possession. 

Coastitu- 64‘D. (1> Por the purposes ol this chapter there 
Board.°^ shall be constituted a Board consisting of the Registrar 
and the Director of Agnculture. 

(2) If there is a difference of opinion between the 
members of the Board regarding any question under the 
provisions of this chapter, such question shall be- 
referred to the State Government and shall be determined 
in accordance with the decision of the State Govern® 
ment- 

Appoint- Board shall appoint an Inquiry 

m«Qt of an Officer for the purpose of holding inquiries under this- 
Inquiry , 

Officer and chapter. 

his powers ^ 2 ^ jjjg purpose of such inquiries, the Inquiry 
Officer shall have— 

(a) all the powers of the Registrar under 
section 58, 

(b) power to enter upon, survey and take levels 
of lands proposed to be included in the scheme, 
to dig or bore into subsoil and to do all acts, 
necessary for the purpose of the inquiry. 
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M-F. (1) Persons interested in a farming scheme 
■may make an application to the Registrar for the regis* 
iration of a Farming society. Such application shall be 
made in accordance with the provisions of section 9 and 
shall specify the area affected by the scheme- It shall 
be accompanied by- 

fa) a detailed description and estimate of the cost 
of such scheme f 

(b) the names of such of the owners of the iands 
to be included in the scheme as may have 
given their consent to the making of the 
scheme y and 

(c) such other particulars as may be prescribed 
by rules. 

(2) The application together with its accompani# 
ments shall be published m the village or villages and at 
the headquarters of the taluka wiihm the limits of which 
ihe lands proposed to be included in the scheme are 
situate. 

44-C. No Farming society shall be registered under 
section 10, unless the Board is satisfied, after such 
inquiry as it thinks necessary, that the scheme proposed 
by the society is feasible and that not less than 66 
per cent of the owners in possession of not less than 75 
per cent in aggregate of the land proposed to be included 
in the scheme have given their consent to the making 
of the scheme. For this purpose the Board shall record 
or cause to be recorded— 

(a) a plan showing the area affected by the 
proposed scheme and the surrounding lands as 
shown in the map or maps of the village or 
villages affected / 

fb) an examination of the proposed scheme, with 
any amendments therein proposed by the 
Board / 
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(c) an extract from the record of rights shoTing- 
ihe name of the owners of the lands, and the 
areas of the lands to be Included in the scheme 
as approved by the Board / 

(d) statements of such of the owners of such lands 
as consent to the making of such scheme 
signed by such owners before the Board or 
such officer as may be prescribed by rules / 

(e) a detailed estimate of the costs of such 
scheme / 

(f) a detailed statement showing how the cost is 
proposed to be met. 

64-H. If the society is registered, the scheme shall 
be published along with the plans, in the village or 
villages and at the headquarters of the taluka within the 
limits of which the lands proposed to be included in the 
scheme are situate, together with a genera! notice 
inviting claims, if any. Separate notices shall, as far as 
possible, also be served on all owners of lands affected 
by the scheme and on all persons believed to be interest 
ted in the said lands- Such general and separate notices 
shall require all persons affected by the scheme who 
make any claims to appear personally or by agent before 
the Inquiry Officer at a lime and place therein mentioned 
(such time not being earlier than fifteen days after tfie 
date of the publication of the scheme) 

64 I. On the date fixed in the notices issued under 
section 64'H or any other day to which the inquiry' has 
been adjourned, the Inquiry Officer shall proceed to 
inquire into the claims (if any) which may have been 
made pursuant to the notices and shall hear and decide 
any other matter which may be required to be heard and 
decided by or under the prox'isions of this chapter. 

64-J. (I> If there is a dispute as to the ownership or 
possession of any piece of land proposed to be included 
in the scheme, the Inquiry Officer shall decide the 
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dispute in accordance with the entries relating to such' 
land in the Revenue records kept under any law for the 
time being in force. If there is no such record, or if in- 
the opinion of the Inquiry Officer the entries in the 
Revenue record are inaccurate or inconclusive, he shall 
refer the matter to the Collector for decision. When 
the Collector decides such dispute, he shall communicate 
his decision to the Inquiry Officer and such decision 
shall, subject to the provisions of sub=section (2), be 
final for the purpose of the inquiry under this Chapter. 

12) In the event of a civil court passing a decree 
which is inconsistent with such decision, such decision 
shall be corrected, modified or rescinded m accordance 
with such decree, after such decree has been brought 
to the notice of the Inquiry Officer or the Board either 
by the civil court or by some person affected by such 
decree. 

W.K. <1) After the inquiry under section 64«I is 
completed, the Inquiry Officer shall make a report to 
the Board containing the following particulars — 

<i> the names of all the owners of lands affected 
by the scheme and the nature and extent of 
the right or interest of each m respect of such 
land, 

(ii) the names of all persons whose rights or 
liabilities are affected and the manner in 
which they are affected by the scheme, 

(ill) a detailed estimate of the net cost of the 
scheme to be borne by the society, 

(iv) a detailed estimate of the amounts of com- 
pensation to be paid to. Of oF the amounts to 
be recovered from, persons affected by the 
scheme, 

(v) the manner in which recurring costs of the 
maintenance of, and other expenses incidental 
to, the scheme shall be fixed and recovered. 
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(vi) any oifier particulars prescribed by or under 
the Act or the rules. 

(2) Such report shall be published in the village 
or villages and at the headquarters of the taluka u-Iihin 
the limits of which the lands included in the scheme are 
situate and separate notice of such report shall as far 
as practicable be given to all persons mentioned in clause 
(it) of sub'section (1). 

(3) Any person aggrieved by the report of the 
Inquiry Officer may appeal to the Board. 

64aL. (I) On receipt of the report of the Inquiry 
Officer the Board may, in consultation with the Colleo 
tor, after deciding such appeals as may have been made 
under section 64<'K and making such Further inquiry as 
it may think fit, either sanction with or without modifica¬ 
tion or refuse to give sanction to the scheme. 

<2> Any person aggrieved by the decision of the 
Board may, within a period of thirty days from the 
date of such decision, appeal to the State Covemment, 
who may pass such order as they deem fit. 

(3) If an appeal Is made within the period prescribed 
in sub-section (2) and the State Government decide to 
sanction the scheme with or without modifications, the 
scheme as sanctioned by the State Government, or, if 
no appeal is made within the period aforesaid the scheme 
35 sanctioned by the Board, shall be published in the 
Official Gazette and in any other way which may be 
prescribed and shall, on such publication, be final. 

64-M. On the day on which the scheme as 
Effect of sanctioned is published under section 64»L, it shall 

-scheme ^ome into force and all the owners of lands included 

therein, whether they arc members of the society or 
not, shall have such rights and shall be subject to such 
liabilities as are conferred or imposed on them under 
the scheme- 
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44-N. On and after the day on -which the scheme 
•comes into force the Farming society concerned may, 
•after giving the prescribed notice and in accordance 
-with the provisions of the scheme,, execute any -work 
which it is the duty of any person to execute under the 
scheme. Any expense incurred by the society under 
this section may be recovered from the persons in 
default m the manner prescribed in section 64»Q. 

64«0, (1) The cost of the scheme shall be met wholly 
Of in part by a contribution to be levied by the society 
from each owner of land affected by the scheme include 
ing those who may have refused to become members 
of the society in accordance with the decision of the 
Board. 

<Z) The owner of the land affected by the scheme 
shall be primarily liable for the payment of the contri* 
button leviable in respect of such land. 

64.p. Subject to the provisions of section 24, any 
outstanding demands or dues payable to a Farming 
■Society by any member or past member m respect of 
any rent, shares, loans, contributions, or any other 
rights Of amounts payable to such society shall be a 
first charge upon his interest in the crops or other agri* 
cultural produce on the land included in the scheme. 

64-Q. Any sum due to a society under the provi.- 
sions of this chapter shall, on application for its reco* 
very being made by such societies, be recoverable by 
the Collector according to the law and under the rules 
for the time being m force for the recovery of arrears 
of land revenue. 

64*R. < 1 > Notwithstanding anything contained m 
section 64«B, the State Government may, by genera! or 
special order to be published in the Official Gazette, 
exempt an> Farming society or class of such societies 
from any of the provisions of Chapter XI. 

30 
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<2> Any Farming society in respect of u-filch a: 
certificate of registration has been issued by the Regis*- 
trar under section 10 before the date on which the 
Bombay Co-operative Societies (Amendment) Act, 
1949, comes into force, shall be deemed to have been 
validly registered, notwithstanding that any of the pro¬ 
visions of Chapter XI as to registration have not been 
complied with. 

CHAPTER Xll 
Miscellaneous 

Recovery ^5. (1) All sums due from a society or from an 

dL * 0 'the member or past member of a society as such 

Govern- to the Government, may be recovered according to the 
law and under the rules for the time being in force lor 
the recovery of arrears of land revenue. 

(2) Sums due from a society to the Government 
and recoverable under sub-section (1) may be re¬ 
covered, firstly, from the property of the society/ 
secondly, in the case of a society of which the habihty 
of the members is limited, from the members or past 
members subject to the limit of their liability/ and, 
thirdly in the case of other societies, from the mem¬ 
bers or past members 

l3) The liability of past members shall in all cases 
be subject to the provisions of section 28. 
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66 See sec. 45 of Act II of 1912. 


67. The State Government may, by general or 
special order to be published in the Official Gazette, 
exempt any society or class of societies from any of 
the provisions of this Act, or may direct that such pro¬ 
visions shall apply to such society or class of societies 
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with such modifications as may be specified in the order/ 
provided that no order to the prejudice of any society 
shall be passed without an opportunity being given to 
such society to represent its case. 

68. The provisions of the Indian Companies Act 
of 1913 shall not apply to socienes, registered under 
this Act. 

69. Every Co-operative Society registered outside 
the Bombay State, which has or establishes a branch or 
place of business in the Bombay State, shall, within 
six months from the commencement of this Act or from 
the establishment of such branch or place of business, 
file with the Registrar a certified copy of the by-laws 
and amendments and, if these are not written in the 
English language, a certified translation in English there¬ 
of, and shall submit to the Registrar such returns and 
information as are submitted by similar societies in the 
Bombay State in addition to those submitted to the 
Registrar of the State where it Is registered. 

70 No suit shall be instituted against a society or 
any of its officers in respect of any act touching the 
business of the society until the expiration of two months 
next after notice in writing has been delivered to the 
Registrar, or left at his office, stating the cause of action, 
the name, description and place of residence of the 
plaintiff and the relief which he claims, and the plaint 
shall contain a statement that such notice has been so 
delivered or left. 

71. (1) The State Government may, for the whole 
or any part of the State and for any society or class of 
societies, make rules to cairy out the purposes of this 
Act 

(2) In particular and wthout prejudice to the 
generality of the foregoing power such rules may— 

(a) subject to the provisions of section 6, 
prescribe ibe maximum number of shares or 


Indian 
Companies 
Act not to 
apply. 

Branches, 
etc., of 
societies 
outside the 
State. 


Notice 
necessary 
in suits. 


Rules. 



468 THE LAW AND PRINCIPLES OF COOPERATION 

portion of the capital of a society which may 
Be held by a member/ 

<b> prescribe the forms to be used and the con= 
ditlons to be complied with in the making of 
applications for the registration of a society 
and the procedure in the matter of such 
applications/ 

<c) prescribe the matters in respect of which a 
society may or shall make by-laws and the 
procedure to be followed in making, altering 
and abrogating by^^laws and the conditions to 
be satisfied prior to such making, alteration or 
abrogation/ 

<d> prescribe the conditions to be compiled with 
by persons applying for admission or admiiied 
as members and provide for the election and 
admission of members and payment to be 
made and the interest to be acquired before 
the exercise of the right of membership/ 

<e> provide for ascertaining the value of a 
deceased members share or interest;^ 

<f> provide for general meetings of members and 
for the procedure at such meetings and the 
powers to be cxeccised by such meetings/ 

<g> provide for the appointment, suspension and 
removal of the members of the committee and 
other officers and for the procedure at meet* 
mgs of the committee and for the powers to 
be exercised and the duties to be performed by 
the committee and other olficers/ 

<ga> prescribe the manner of giving nonce of the 
preliminary resolution under sub^section (2) 
of section 15»A/ 

<h) prescribe the accounts and books to be kept 
by a society and provide for the audit of such 
accounts, and charges if any, to be made for 
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sucfi audit, and for the pcriodtcal publication 
of a balance sheet showing the assets and 
liabilities of a society, 

(i> prescribe the returns to be submitted by a 
society to the Registrar and provide for the 
persons by whom and the form m which such 
returns shall be submitted, 

<)> provide for the persons by whom and the 
form in which copies of documents or entries 
in books of societies may be certified, and for 
the charges to be levied for the supply of such 
copies/ 

<K> provide for the formation and maintenance 
of a register of members, and where the 
liability of the members is limited by shares, 
of a register of shares/ 

<l) prescribe the payments to be made and the 
conditions to be complied with by members 
applying for loans and the period for which 
loans may be made, and the amount which 
may be lent to an individual member/ 

<m> prescribe the prohibitions and rcstnctions 
subiect to which societies may trade or trans- 
act business with persons who are not 
members, 

<n> provide for the formation and maintenance of 
reserve funds, and the objects to which such 
funds may be applied, and for the investment 
of any funds under the control of a society/ 
(na) prescribe the rate at which a society shall 
contribute towards the educational fund of 
the Bombay State Co-operative Institute/ 

(ol prescribe the extent to which a society may 
limit the number of its members/ 
tp) prescribe the conditions under which profits 
may be distributed to the members of a society 
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and the maamum rate of dividend which may 
be paid by societies/ 

(q) prescribe the procedure to be followed in 
presenting and disposing of appeals, 

(qa) prescribe the qualifications of the members 
of the Tribunal/ 

fr) provide for securing that the share capital of 
any society shall be variable in such a way as 
may be necessary to secure that shares shall 
not appreciate in value and that necessary 
capital shall be available for the society as 
required/ 

.'s) provide that persons qualified under the 
by-laws of a society shall not be excluded 
from membership without due cause/ 

(f) prescribe the procedure to be followed by a 
liquidator appointed under section 47/ 

(u) prescribe the mode of appointing an arbitrator 
Of arbitrators and the procedure to be followed 
in proceedings before the Registrar or such 
arbitrator or arbitrators and for fixing and 
levying the expenses of determining the 
dispute, 

fv) provide for the issue and service of processes 
and for proof of service thereof/ 

(w) provide for the writing off of bad debts/ 

(xj regulate the manner in which funds may be 
raised by means of shares or debentures or 
otherwise/ 

iy) provide for the withdrawal and expulsion of 
members and for the payments to be made to 
them and for the liabilities of past members/ 

(z) provide for the nomination of a person to 
■whom the interest of a deceased member may 
be paid or transferred/ 
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•(aal prescribe the cases in which an appeal shall 
lie from the order of a liquidator appointed 
under section 47# 

■(bb) provide for the inspection of documents in 
the Registrar’s office and the levy of fees for 
granting certified copies of the same,- 
•(cc) prescribe the procedure to be followed for the 
custody of property attached under section 55: 
•(dd) provide for the paymentoFcontribution at such 
rates and subject to such conditions as may 
from time to time be prescribed by co^opera* 
live societies to any provident fund which 
may be established for the benefit of officers 
and servants employed by them, 

’<ee> prescribe the period and terms under which 
Government aid may be given to co-operative 
societies and (he terms under which the State 
Government may guarantee the payment of 
the principal and interest on debentures issued 
by registered socieiies, 

<ff) prescribe the particulars to be furnished by the 
persons applying for the registration of a Crop 
Protection Society under section 64»F / 

'<gg> prescribe the officer before whom the state* 
ments of owners referred to in section 64-G 
may be signed / 

<hh> prescribe the manner in which the inquiry 
shall be held by the Board or the Inquiry 
Officers under Chapter XI / 

<n> prescribe the particulars to be mentioned in an 
Inquiry Officer's report under clause (vi) of 
sub-section of section 61-K, 

<j(> presenbe the mannerhi which the scheme shall 
be published otherwise than in the Official 
Gazette under sub-section (3) of section 
M-L/ 
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<kt> provide for any other matter which is or may 
he prescribed or for which no provision erists- 
and provi^on is, in the opinion of the State 
Government, necessary for the purpose of 
carrj'ing out of Crop protection scheme / 

<Il> prcscfihing the manner in which any property 
shall be delivered to, and the terms and condi» 
tions subject to which such property shall be 
held by, a society under section 59‘A. 

<3) The State Government miay, subject to such 
conditions, if any, as it thinks fit, delegate all or any of 
its powers to make rules under this section to any autho¬ 
rity specified in the order of delegation. 

<4> The power to make rules conferred by this sec^ 
tion is subject to the condidon of the rules being made 
after previous publication. 

(5) The rules so made shall be laid on the table of 
each of the Chambers of the State Legislature for one 
month previous to the next session thereof and shall be 
liable to be rescinded or modified by a resolution in 
which each of the Chambers concurs at the said nest 
session. 

^ Every society now existing which has been 
societies. registered under the Co*operative Credit Societies Act, 
19(M Of under the Cooperative Societies Act, 1912, 
shall be deemed to be registered under this Act, and 
its by-laws shall, so far as the same are not inconsistent 
with the express provisions of this Act, continue in force 
until altered or rescinded. 

(2) All appointments, rules and orders made, noti* 
Ecations and notices issued and suits and other proceed' 
ings instituted, under the said Act shall, so far as may 
be, be deemed to have been respectnely made, issued" 
and instituted under this Aa. 
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7I®A. Al( references to the Co-operative Societies 
Act, 1912, occurring in any enactment made by any 
authority in British India and for the time being in force 
in the Presidency of Bombay shall in the application 
to the said Presidency, of any such enactment, be read 
and construed as references to this Act and anything 
done or any proceeding commenced in pursuance of 
any such enactment on or after the date on xc-hich 
this Act shall have come into operation shall 
be deemed to have been done or to have been 
commenced and to have had effect as if the refer-* 
ence in such enactment to the Co-operative Societies 
Act, 1912, had been the reference to this Act, and no 
such thin? or proceeding shall be deemed to have been 
invalid on the ground that such enactment did not refer 
to this Act. 

72-B Where any property is handed over to any 
society in pursuance of the provisions of sub-section (2) 
of section 59 prior to Its repeal, such transfer to the 
society shall be deemed to be or to have been invalid 
and the validity of any term or condition of such trans¬ 
fer agreed between the Collector and the society under 
the said sub-section or of any rights or liabilities law¬ 
fully arising out of such transfer, term or condition shall 
not be deemed to be or to have been affected by the 
repeal of the said sub-section or by reason only of the 
fact that such property was not attached in execution 
of an order referred to in subsection (1) of the said 
section. 

73. The enactments specified in the Schedule are 
hereby repealed in so far as they apply to the Bombay 
Presidency to the CMent specified in the fourth column 
of the said Schedule. 


Construc¬ 
tion of re- 
fercHcesflO’ 
co-opera-1 
five socie¬ 
ties Act, 
1912. m 1 
enactments.- 


Validity of 
transfer 
made under 
section 59 
(21 of Bom¬ 
bay Act, 
VZI of 1925* 


Repeal. 



SCHEDULE 

Enactments repealed. 
<S€e section 73> 


Year No Short title. Extent of repeal. 


Acts of the Governor-General in Council. 


The Co-operative 

1912 II Societies Act, 1912. The whole. 


1920 XXXVIII The Devolution Act, Somuchasre- 
1920 lates to Act II 

of 1912 

Act of the Governor of Bombay m Council. 


1920 I The Bombay Land Re- fhe whole, 
venue Code <Amcnd« 
rnent) Act, 1920 
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THE MADRAS CO-OPERATIVE SOCIETIES 
ACT, 1932. 

(MADRAS ACT VI OF 1932) 

PASSED BY THE LEGISLATIVE COUNCIL OF MADRAS. 

(Received the assent of the Governor on the 9th May 
J932 and that af the Governor General on the 16th June 
1932, the assent of the Governor-General was first publi¬ 
shed w the Fort St George Gazette on the Sth July, 

1932). 

An Act to consolidate and amend tbe law relating to Co opera¬ 
tive societies m the Presidency ot Madras. 

Whereas it is expedient further to facihtaie the for* 
rnation and worltinf of co»operai»ve societies for the 
promotion of thrift, self-help and mutual aid among agri« 
culiurists and other persons wuh common economic 
needs so as to bring about better living, better business 
and belter methods of production and for that purpose to 
consolidate and amend the law relating to co*operative 
societies in the Presidency of Madras, 

And whereas the previous sanction of the Gover* 
nor^General has been obtained to the passing of this 
Act/ 

It IS hereby enacted as follows; — 

Preliminary. 

I. <1) This Act may be called the Madras Co- Short title 
c« . . « .r..... and extent. 

operaiive Societies Act, 1932. 

<2) It extends to the whole of the State of Madras. 
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Definitions 

By-laws. 

Committee 

Financing 

back 

Members 

Officer 

Registered 

society. 

Registrar 

Rules 

The Regis* 


2* In this Act, unless there is anything repugnant 
in the subject or context:^— 

<a) "by-laws "means the registered by-»la\rs for 
the time being in force and includes a register* 
ed amendment of the hy^Iases., 

<b> "committee" means the governing body of a 
registered society to whom the management of 
its affairs is entrusted 

<c> "hnancing bank" means a registered society 
the main object of which is to lend money to 
other registered societies/ 

<d> "member" includes a person joining in the 
application for the registration of a society and 
a person admitted to membership after registra* 
lion in accordance with the by-laws and any 
rules/ 

<e> "officer" includes a president, vice-president, 
chairman, vice-chairman, secretary, assistant 
secretary, treasurer, member of committee, and 
any other person empowered under the rules 
Of the by-laws to give directions in regard to 
the business of the society/ 

<D "repstcred society" means a society regis¬ 
tered or deemed to be registered under this AeP 
(g) "Registrar" means a person appointed to per¬ 
form the duties of a Registrar of Co-operati\e 
Societies under this Act/ 

<h) "rules" means rules made under this Act. 

Registration 

3. The State Government may appoint a person 
to be Registrar of Co-operative Societies for the State 
of Madras or any portion of it and may, by genera! or 
special order confer on any other person all or any of 
the powers of a Registrar under this Act/_ 

1 This seciion was modified by Madras C.S. Ameodmect Ad 
(Madras Act of IW7). 
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4. Subject to the provisions of the Act a society 
■which has as its object the promotion of the economic 
interests of its members in accordance with co-operative 
principles, or a society, established ivith the object of 
facilitating the operations of such a society, may be 
registered under this Act with or without limited 
liability/ 

Provided that unless the State Government by 
general or special order otherwise directs— 

(0 the liability of a society of which a member is a 
registered society shall be limned,- and 

(ii) the liability of a society of which the primary 
object IS the creation of funds to be lent to its members, 
and of which the majority of the members arc agricul¬ 
turists, and of which no member is a registered society, 
shall be unlimited and the members of such a society 
shall, on its liquidation, be jointly and severally liable 
for and in respect of all its obligations. 

5, (1) Subject to the proviso to section 4 and to 
any rules made m this behalf, a registered society may, 
with the previous sanction of the Registrar, change its 
liability from limited to unhnmed or from unlimited to 
limited- 

Provided that— 

(0 the society shall give notice in writing of its 
intention to change its liability to all its members and 
creditors. 

(ii> any member or creditor shall, notwithstanding 
any by-law or contract to the contrary, have the option 
of withdrawing his shares, deposits or loans, as the case 
may be, within three months of the service of such 
notice on him and the change shall not take effect until 
all such claims have been satisfied/ and 

<ui> any member or creditor, who does not exercise 
his option within the period aforesaid, shall be deemed 
to have assented to the change- 


Societies 
which may 
b e regis¬ 
tered 


Change of 
liability, 
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Restriction 
on interest 
of member 
of society 
With limited 
liability and 
a share 
capital. 


Conditions 
of cegistra- 

tlOQ. 


Power of 
Registrar 
to decide 
certain 
questions. 


<2) Notwithstan^g anything contained in the 
proviso to suh-section <I> the change shall take effect 
at once if ail the members and creditors assent thereto. 

Where the liability of the members of a society 
is limited by shares, no member other than a registered 
society shall— 

<a> hold more than such portion of the share 
capital of the society, subject to a maximum 
of oneJifih, as may be prescribed by the 
rules, or 

<b) have or claim any interest in the shares of 
the society, exceeding one thousand rupees. 

7. (1) No society, other than a society of 'O'hich a 
member Is a registered society, shall be registered under 
this Act which does not consist of at least ten persons 
who have attained the age of majority and, where the 
object of the society is the creation of funds to be leat 
to Its members, unless such persons— 

(a) reside in the same town or village or in the 
same group of villages; or 

(b) save where the Registrar otherwise directs, 
are members of the same tribe, class, caste or 
occupation. 

(2) The word'limited'shall be the last word in the 
name of every society with limited liability registered 
under this Act. 

8. When any question arises whether for the 
purposes of this Act a person is an agriculturist or a 
non»agncultunst, or whether any person is a resident 
in a town or village or group of villages, or whether 
two or more villages shall be considered to form a 
group, or whether any person belongs to any particular 
tribe, class, caste or occupation the question shall be 
decided by the Registrar, whose decision shall be final- 
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9. (1) For purposes of registration an application 
10 register shall be made to the Registrar- 

(2) The application shall be signed— 

(a) in the case of a society of which no member 
is a registered society, by at least ten persons 
qualified in accordance with the requirements 
of sub'section (1) of section 7, and 
vb) in the case of a society of which a member 
is a registered sotiety, by a duly authorised 
person on behalf of every such registered 
society, and, where all the members of the 
society are not registered societies, by ten 
other members or, when there are (css than 
ten other members, by all of them, 

(3) The application shall be accompanied by a copy 
of the proposed by-laws of the society, and the persons 
by whom or on whose behalf such application is made 
shall furnish such information in regard to the society as 
the Registrar may require 

10. If the Registrar is satisfied that a society has 
complied with the provisions of this Act and the rules 
and that its proposed by-laws arc not contrary to this 
Act or to the rules, he may register the society and its 
by- laws- In case of refusal, an appeal shall [le to the 
State Government within two months from the date of 
the issue of the order of refusal by registered post. 

n. A certificate of registration signed by the 
Registrar shall be conclusive evidence that the society 
therein mentioned is duly registered unless it is proved 
that the registration of society has been cancelled. 

17' <1> No amendment of the by-laws of a registered 
society shall be valid until the same has been registered 
under this Act, for which purpose a copy of the amend¬ 
ment shall be forwarded to the Registrar. 

<2> If the Registrar is satisfied that any amendment 
of the by-laws is not contrary to this Act or to the 


Application 
for regiS' 
tration- 


Ilrsistrauon 


Evidence of 
registration 


Amendment 
of ibe by¬ 
laws of re¬ 
gistered 
society. 
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rules, he may register the amendment. In case of refusal 
an appeal shall lie to the State Government within two 
months from the date of the issue of the order of refusal 
by registered post. 

<3) When the Registrar registers an amendment of 
the by-laws of a re^tcred society, he shall issue to the 
society a copy of the amendment certified by him, 
which shall he conclusive evidence that the same is duly 
legjsteied. 

Umsion 13. (a> <1) Any registered society may, at a 

famauon* "leeting of its general body specially called for the 
of societies purpose of which, at least, seven clear days' notice 
shall be given to its members, resolve to divide itself 
into two or more societies The resolution (hereinafter 
in this sub'seccion referred to as the preliminary resolu* 
tion) shall contain proposals for the division of the 
assets and liabilities of the society among the new 
societies into which it is proposed to divide it and may 
prescribe the area of operations of, and specify the 
members who will constitute, each of the new societies. 

(2) (i) A copy of the preliminary resolution shall be 
sent to all the members and creditors of the society 
(ii) Any member of the society may, notwithstand¬ 
ing any by-law to the contrary, by notice given to the 
society within a period of three months from his receipt 
of the preliminary resolution, intimate his intention not 
to become a member of any of the new societies 

<iii> Any creditor of the society may/ notwith- 
sundmg any agreement to the contrary, by notice given 
to the society within the said period, intimate his inten¬ 
tion to demand a return of the amount due to him. 

<3> After the eitpiry of three months from the 
receipt of the preliminary resolution by all the members 
and creditors of the sc?ciety, a meeting of the general 
body of the society, of which at least fifteen clear days' 
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notice shall be given to its members^ shall be convened 
for considering the preliminary resolution. If, at such 
meeting, the preliminary resolution is confirmed by a 
resolution passed by a majority oE not less than t\PO= 
thirds of the members present, cither without changes 
or with such changes as, in the opinion of the Registrar, 
are not material, he may, subject to the provisions of 
clause <5) and section 10, register the new societies and 
the by-laws thereof. On such registration the registra= 
non of the old society shall be deemed to have been 
cancelled 

The opinion of the Registrar as to whether the 
changes made in this preliromary resolution are, or are 
not material shall be final and no appeal shall he there* 
from. 

<4) At the meeting referred to m clause (3) provision 
shall be made by another resolution for 

(i) the repayment of the share capital of all the 
members who have given notice under sub*clause (ii) 
of clause (2), and 

(ii) the satisfaction of the claims of all the creditors 
who have given notice under sub»clause (ih) of 
clause (2), 

Provided that no member or creditor shall be entitled 
to such repayment or satisfaction until the preliminary 
resolution is confirmed as provided in clause (3}. 

(5) If, wiihm such lime as the Registrar considers 
reasonable, the share capital of the members referred 
lo m clause (4) is not repaid or the claims of the credi* 
tors referred to in that clause are not satisfied, the 
Registrar may refuse to register the new’ societies. 

(6) The registration of the new societies shall be a 
sufficiem conveyance to vest the assets and liabilities of 
ihc original society m the new societies in the manner 
specified in the preliminary resolution as confirmed 
under clause G) 

3t 
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<b> <1> Two or more registered societies may, at 
meetings of their respective general bodies specially 
called for the purpose of which at least seven clear 
days notice shall be given to their respective members, 
resolve to amalgamate into one society. This resolution 
is hereinafter in this sub.=section referred to as the 
preliminary resolution. 

(2) (i) A copy of the preliminary resolution of each 
society shall be sent to all the members and creditors 
thereof. 

(ii) Any member of any such society may, notwith-' 
standing any by-law to the contrary, by notice to 
the society of which he is a member within a period of 
three months from his receipt of the preliminary resolu' 
tion, intimate his intention not to become a member of 
the new society. 

(ill) Any creditor of any such society, may notwith¬ 
standing any agreement to the contrary, by notice given 
to the society of which he is a creditor within the said 
period, intimate his intention to demand a return of the 
amount due to him 

(3) After the expiry of three months from the 
receipt of the preliminary resolution by all the membeis 
and creditors of all the societies, a joint meeting of the 
members of such societies of which at least fifteen clear 
days' notice shall be given to them, shall be convened 
for considering the preliminary resolution If, at such 
meeting, the preliminary resolution is confirmed, by a 
resolution passed by a majority of not less than two- 
thirds of the members present, either without changes 
or with such changes as in the opinion of the Registrar, 
are not material, he may, subject to the provisions of 
clause (5) and section 10, register the new society and 
the by-laws thereof. On such registration, the registra¬ 
tion of the old societies shall be deemed to have been 
cancelled. 
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The opinion of the Registrar as to whether the 
changes made in the preliminary resolution are, or are 
not material shall be final and no appeal shall he there 
from. 

(4) At the joint meeting referred to In clause (3), 
provision shall be made by another resolution for— 

(i) the repayment of the share capital of all the 
members who have given notice under sub^clausc (») 
of clause (2),* and 

(ii) the satisfaction of the claims of all the creditors 
who have given notice under sub®clausc (iii) of 
clause (2)/ 

(iii) Provided that no member or creditor shall be 
entitled to such repayment or satisfaction until the 
prehminary resolution is confirmed as provided in 
clause (3). 

(5) If, within such time as the Registrar considers 
reasonable, the share capital of the members referred to 
m clause (4) is not repaid or the claims of the creditors 
referred to m that clause arc not satisfied, the Registrar 
may refuse to register the new society. 

(6; The registration of the new society shall be a 
sufficient conveyance to vest m it all the assets and 
liabilities of the original societies. 

Rights ond Liabilities of Members 
14. (1) No member of a registered society shall, 
save as otherwise provided in subjection (2), exercise 
the rights of a member unless or until he has made such 
payment to the society m respect of membership or 
acquired such interest in the society as may be 
prescribed by the rules and by-laws 

(2) In the case of a society registered after the 
commencement of this Act, the persons who have sign¬ 
ed the application to register the society may elect 
a committee to conduct the affairs of the society for a 


Member 
not to exer* 
CISC rights 
till due pay¬ 
ment made 
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(b> <1) Two or more registered societies may, at 
meetings of their respective general bodies specially 
called for the purpose of which at least seven clear 
days' notice shall be given to their respective members, 
resolve to amalgamate into one society. This resolution 
is hereinafter in this sub.^ection referred to as the 
preliminary resolution. 

<2> (i) A copy of the preliminary resolution of each 
society shall be sent to all the members and creditors 
thereof 

(ii) Any member of any such society may, notwith* 
standing any by-law to the contrary, by nonce to 
the society of which he is a member within a period of 
three months from his receipt of the preliminary resolu¬ 
tion, Intimate his intention not to become a member of 
the new society. 

(ill) Any creditor of any such society, may notwith¬ 
standing any agreement to the contrary, by notice given 
to the society of which he is a creditor within the said 
period, intimate his Intention to demand a return of the 
amount due to him 

(3) After the expiry of three months from the 
receipt of the preliminary resolution by all the members 
and creditors of all the societies, a joint meeting of the 
members of such societies of which at least fifteen clear 
days' notice shall be given to them, shall be convened 
for considering the preliminary resolution. If, at such 
meeting, the preliminary resolution is confirmed, by a 
resolution passed by a majonty of not less than two- 
thirds of the members present, either without changes 
or with such changes as in the opinion of the Registrar, 
are not material, he may, subject to the provisions of 
clause (5) and section 10, repster the new society and 
the by-laws thereof. On such registration, the registra¬ 
tion of the old societies shall be deemed to have been 
cancelled. 



APPENDIX n 


483 


The opinion of the Registrar as to whether the 
changes made in the preliminary resolution are, or are 
not material shall he final and no appeal shall he there 
from. 

(4) At the joint meeting referred to in clause (3), 
provision shall be made by another resolution for— 

(i) the repayment of the share capital of all the 
members who have given notice under sub*^clause (n) 
of clause (2),- and 

(ii) the satisfaction of the claims of all the creditors 
who have given notice under sub»clause (iii) of 
clause (2)/ 

Oil) Provided that no member or creditor shall be 
entitled to such repayment or satisfaction until the 
preliminary resolution is confirmed as provided in 
clause (3). 

(5) If, within such time as the Registrar considers 
reasonable, the share capital of the members referred to 
in clause (4) is not repaid or the claims of the creditors 
referred to in that clause are not satisfied, the Registrar 
may refuse to register the new society. 

(6) The registration of the new society shall be a 
sufficient conveyance to vest m it all the assets and 
liabilities of the original societies. 

ilig/us and Liabilnies of Members 
14. (1) No member of a registered society shall, 
save as otherwise provided in sub^secUon (2), exercise 
the rights of a member unless or unul he has made such 
payment to the society in respect of membership or 
acquired such interest m the society as may be 
prescribed by the rules and by-laws. 

(2) In the case of a society registered after the 
commencement of this Act, the persons who have sign» 
ed the application to register the society may elect 
a committee to conduct the affairs of the society for a 
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not to exer¬ 
cise rights 
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General 

meeting-; 


Votes of 
members 


Restrictions 
on transfer 
of shares 
or interest. 


period'of three months from the date of registration or 
for such further period as the Registrar may consi¬ 
der desirable: 

Provided that the committee shall cease to function 
as soon as the members of the society have elected a 
committee in accordance with its l>v.»laws 

15. (1) The committee may at any time call a 
general meeting of the society and shall call such a 
meeting within one month after receipt of a requisition 
in writing from the Registrar or from a financing bank to 
which the society is indebted or from such number of 
members or proportion of the total number of members 
as may be specified in the by^'Iaws of the society- 
(2) If a general meeting is not called in accordance 
with such requisition, the Registrar shall have posters 
to call a general meeting of the society himself 

<t> No member of any registered society shall 
have more than one vote in the alfairs of the society 
provided that in the case of equality of votes the 
Chairman shad have a casting vote. 

<2> A registered society which has invested any 
part of Its funds in the shares of another registered 
society may appoint any of its members not disqualified 
for such appointment under any rules prescribed in that 
behalf to vote in the affairs of such other registered 
society 

17- <1> The transfer of the share or interest of a 
member in the capital of a registered society shall be 
subject to such conditions as to maximum holding as 
may be prescribed by this Act or by the rules 

<2) In the case of a society registered with unlimited 
liability a member shall not transfer any share held by 
him or his interest in the capital of the society or any 
part thereof unless— 

<a) he has held such share or interest for not less 
than one year/and 
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<i>> the transfer is made to the society or to a 
member of the society. 

Duties of Registered Societies 

18. Every registered society shall have an address, 
registered in accordance with the rules, to which all 
notices and communications may be sent, and shall send 
to the Registrar notice of every change thereof 

19. Every registered society shall keep a copy of 
this Act and of the rules governing such society and 
of Its by-laws open to inspection free of charge at all 
reasonable times at the registered address of the society- 

Ppi'vifegcs of Registered Societies 

20. The registranon of a society shall render it a 
body corporate by the name under which if is registered 
with perpetual succession and a common seal and with 
power to hold property, to enter into contracts, to 
institute and defend suits and other legal proceedings 
and to do all things necessary for the purposes for which 
tc was constituted 

21. <i> Subject to the prior claim, if any, of the 
Government in respect of land revenue or any money 
recoverable as rent, a registered society shall be entitled 
in priority to other creditors to enforce any outstanding 
demand due to the society from a member or past or 
deceased member— 

<a> in respect of the supply of seed or manure or 
of the loan of money for the purchase of seed 
or manure upon the crops or other agricultural 
produce of such member or person at any time 
wjtbm eighteen months from the date of such 
supply Of loan, 

(b) in respect of the Supply of caiiie, fodder for 
cattle, agricultural or industrial implements or 
machinery, or raw materials for manufacture. 
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Of of the loan oF money for the purchase of 
any of the fareeotng things—upon any such 
things so supplied, or purchased in whole or 
in part from any such loan or on any articles 
manufactured from raw materials so supplied 
or purchased. 

(2) The priority created ty'siib=section (1) in favour 
of a registered society shall be available against any 
claim of the Government arising from a loan granted 
under the Land Improvement Loans Act, XIX of 1883, 
after the grant of the loan by the society. 

22. A registered society shall have a charge upon 
the share or interest m the capital and on the deposits 
of a member or past or deceased member and upon any 
dividend, bonus or profits payable to a member or past 
member or the estate of a deceased member in respect 
of any debt due from such member or past member or 
the estate of such deceased member to the society, and 
may set off any sum credited or payable to a member or 
a past or deceased member or ihe estate of a deceased 
member in or towards paymeni of any such debt 

23. Subiece to the provisions of section 22, the share 
or interest of a member m the capital of a registered 
society shall not be liable to attachment or sale under any 
decree or order of a Court of Justice in respect of any 
debt or liability incurred by such member, and neither 
the Official Assignee under the Presidency Towns In¬ 
solvency Act, 1909, nor a Receiver under the Provincial 
Insolvency Act, 1920, shall be entitled to or have any 
claim on such share or interest 

24. (I) Subiect to the provisions of section 22, a 
registered society may on the death of a member transfer 
his share or interest in the capita/ to the person nomina.^ 
ted in accordance with the rules made in this behalf, or, 
if there is no person so nominated, to such person as 
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may appear to the committee to be the heir, or leja! 
representative of the deceased member, or pay to such 
nominee, heir or legal representative, as the case may 
be, a sum representing the value of such member's share 
or interest, as ascertained tn ccordancc with the rules 
or by»laws‘ 

Provided that— 

(1) in the case of a society with unlimited liability, 
such nominee, heir or legal representative, as the case 
may be, may require payment by the society of the 
value of the share or interest of the deceased member 
ascertained as aforesaid/ and 

i\\) in the case of a society with limited liability 
the society shall transfer the share or interest of the 
deceased member to such nominee, heir, (egal represen» 
tatlve, as the case may be, being qualified in accordance 
with the rules and by-laws for membership of the society, 
or on his apphcacion within one month of the death of 
the deceased member to any person specified In the 
application who Is so qualified 

(2) subject as aforesaid, a registered society may 
pay all other moneys due to the deceased member from 
the society to such nominee, heir or legal representative, 
as the case may be- 

(3) AH transfers and payments made by a registered 
society m accordance with the provisions of this section 
shall be valid and effectual against any demand made 
upon the society by any other person. 

15. The liability of a past member or of the estate LiabiJiiy of 
of a deceased member for the debts of a registered befoToT* 
society as they existed on the date of his ceasing to be a of^a^eceas- 
member or of his decease, as ibe case may be shall ed member 
continue for a period of two years from such date. 
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26. Any register Of list of members or shares kept 
by any registered society shall be prima facie evidence 
of any of the following particulars entered therein-— 

(a) the date on which the name of any person 
was entered in such register or list as a 
member, and 

(b) the date on which any such person ceased to 
he a member 

27. (1) A copy of any entry m a book of a 
registered society regularly kept tn the course of 
business shall if certified in such manner as may be 
prescribed by the rules, be received in any suit or legal 
proceedings as prima facie evidence of the existence of 
such entry, and shall be admitted as evidence of the 
matters, transactions and accounts therein recorded in 
every case where, and to the same extent as, the 
original entry itself is admissible. 

No officer or liquidator of a registered society 
and no officer in whose office ihe books of a registered 
society are deposited after liquidation shall, in any legal 
proceedings to which the society or the liquidator is not 
a party, be compelled to produce any of the society's 
books the contents of which can be proved under sub= 
section (1), or to appear as a witness to prove the 
matters, transactions and accounts therein recorded, 
unless by order of the court or the arbitrator made for 
special cause. 

28 (Omitted by the Madras Act V of 1935) 

29. Nothing in clauses (b) aftd (c) of sub-^section 
(1) of Section 17 of the Indian Registration Act, XVI 
of 1908, shall apply to 

(1) any instrument relating to share in a registered 
society, notwithstanding that the assets of such society 
consists in whole or m part of immoveable property/ or 
<2) any debenture issued by any such society and not 
creating, declaring, assigning, limiting or extinguishing 
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any right, title or interest to or in immovable property 
except in so far as it entitles the holder to the security 
afforded by a registered instrument whereby the society 
has mortgaged, conveyed or otherwise transferred the 
whole or part of its immoveable propetty or any interest 
therein to trustees upon crust for the benefit of the hold^ 
ers of such debentures , or 

<3> any endorsement upon or transfer of any deben* 
ture issued by any such society. 


29* A Where under this Act or any rule made there 
under, any sum due to a registered society from any 
person is recoverable as an arrear of land revenue and 
the immoveable property of such person is brought to 
sale undei the provisions of the Madras Revenue Reco¬ 
very Act II of 1864, and the Society is the purchaser 
at such sale, the provisions of section 36 of the said 
Act shall apply thereto as if for the third and fourth 
clause thereof the following clauses were substituted, 
namely— 


Uightlo set 
off where a 
registered 
society pur¬ 
chases im¬ 
moveable 
property at 
a sale under 
Madras Act 
II ot 1664 
for any 
sum due to 
It 


"Third—The sum due to the purchaser shall be set 
off in whole or in part, against the purefase money and 
the remainder, if any, of the purchase money shall be 
paid to the Collector or other officer empowered by the 
Collector m that behalf within thirty days of the date of 
sale. 


"Fourth—Where the purchaser refuses or omits to 
complete the payment of the remainder, if any, of the 
purchase money, the property shall be resold at the 
expense and hazard of such purchaser and the amount 
of all loss or expenses which may attend such refusal or 
omission sfiaff be recoveratfe from such purchaser in 
the same manner as arrears of public revenue. Where 
the property, on the second sale, sells for a higher price 
than at ihe first sale, the difference or increase shall be 
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the property of him on whose account the said first sale 
was made."' 


cscmpt'*^ 30, <1> The Central Government by notification 
from in- in the official Gazette may, in the case of any registered 
sump’duty society or class of registered societies, remit the income 
and regis- tax payable in respect of the profits of the society, or of 
the dividends or other payments received by the mem¬ 
bers of the society on account of profits. 

(2) The Government by notification in the Official 
Gazette, may, m the case of any registered society or 
class of registered societies remn. 


(a) the stamp duty with which, under any law for 
the time being In force, instruments executed 
by Of on bdiaU of a registered society or by 
an officer or member and relating to the busi« 
ness of such society or any class of such 
instfurocnts or decisions, awards or orders of 
the Registrar or arbitrators under this Act are 
respectively chargeable , and 

(b) any fee payable under the law of registration 
for the time being in force- 

In this sub-section, "Government", in relation to 
stamp duties means the Government which is the 
collecting Government for the purposes of the Indian 
Stamp Act, 1899 and save as aforesaid, means the 
State Government. 


Government 31. Notwithstanding anything contained in any Other 
r'^^^socie enactment, the State Government may, subject to such 
ties^ rules as may be prescribed in this behalf, grant loans 

to, take shares in, or give financial assistance in any 
other form to any registered society. 


1 This section was inserted by the Madras Co-operative Socie¬ 
ties (Amendmenti Act 1933. 
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Proper!)' and funds of Regisiercd Soaciics 

32. <I> A registered society shall not make a loan to 
any person other than a member 

Provided chat, with the general or special sanction of 
the Registrar, a registered society may make loans to 
another registered society 

(2) Save with the sanction of the Registrar, a regis.. 
tered society shall not lend money on the security of 
moveable property other than agricultural produce. 

(3) Notwithstanding anything contained in sub¬ 
sections (1) and (2), a registered society may make a 
loan to a depositor on the security of his deposit. 

(4) The State Government may, by general or spe¬ 
cial order, prohibit or restrict the lending of money on 
mortgage of immoveable property by any registered 
society or class of registered societies 

33. A registered society shall receive deposits and 
loans only to such extent and under such conditions as 
may be prescribed fay the rules or the by-laws of the 
society. 

34. (1) Subject to the provision of sub-section (4) of 
section 32, a registered society may invest or deposit its 
funds— 

(a) m the Government Savings Bank, or 

(b) in any of the securities specified m section 20 
of the Indian Trusts Act 11 of ‘1882, or 

(c) in the shares oi securities of any other regis¬ 
tered society provided that no such investment 
shall be made m the shares of any society with 
unlimited liability, or 

(d) with any bank or person carrymg on the busi¬ 
ness of banking, approved for the purpose by 
the Registrar, or 

(e) in any other mode permitted by the rules. 
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I unds not 
to be divi¬ 
ded among 
members 


Audit. 


(2) Any investments or deposits made before tfie 
commencement of this Act which would have been valid 
if this Act had been m force are hereby ratified and 
confirmed 

3S No part of the funds of a registered society shall 
be divided by way of bonus or dividend or otherwise 
among its members 

Piovided that payment may be made to a 
member for work done by him as Secretary or as cferk 
on such scale as may be prescribed by the by»Iaws . 

Provided also that after at least onc^fourth of the net 
profits tn any year has been earned to a reserve fund, 
payments from the remainder of such profits and from 
any profits of past years available for distribution may 
be made*— 

(i) as a bonus to a member for any specific service 
rendered by him lo the society including work done as 
Secretary or as clerk and 

(«) among the members to such extent and under 
such conditions as may be prescribed by the rules or 
by-laws. 

36, Any registered society may, after one-fourth of 
the net profits tn any year has been carried to a reserve 
fund, contribute an amount not exceeding 10 per cent of 
the remaining net profits to any charitable purpose as 
defined in section 2 of the Charitable Endowments Act, 
VI of 1890 

37 (1) The Registrar shall audit or cause to be 

audited by some person authorised by him by general or 
special order in writing in this behalf the accounts of 
every registered society once at least in every year 

(2) The audit under sub-section (1) shall include an 
examination of overdue debts, if any, the verification of 


l Modified by Madras Act XIV ©nWl 
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the cash balance and securities and a valuation of the 
assets and liabilities of the society. 

(3) The Registrar or the person authorised by 
him under sub=section (1) shall, at any reasonable 
tune, have free access to the books, accounts, 
documents, securities, cash and other properties 
belonging to or in the custody of the society and may 
summon any person in possession or responsible for the 
custody of any such books, accounts, documents, 
securities, cash or other properties to produce the same 
at any place at the head^quartcrs of the society or any 
branch thereof. 

<4> Every officer or member of the society shall 
furnish such information in regard to the transactions 
and working of the society as the Registrar or the person 
authorised by him under sub*seciion <1> may 
require. 


Inquiry and Inspection 

38. <1) The Registrar may of his own motion, and inquiry by 
shall on the request of the Collector, or on the appltca- ReBistrar 
tion of a majority of the committee or of not less than 
one»tbird of the members, hold an inquiry, or direct 
some person authorised by him by order m writing in 
this behalf to hold an inquiry into the constitution, 
working and financial condition of a registft’cd society 

(Z) The Registrar or the person authorised by him 
under sub-section (1) shall have the following powers 
namely ; — 

(a) He shall, at all reasonable times, have free 
access to the books, accoimts. documents, securities, 
cash and other properties belonging to or In the custody 
of the society and may sunimmi any person in posses* 

Sion or responsible for the custody of any such books, 
accounts, documents, securities, cash or other proper* 
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ties to produce the same at any place at the headquar^ 
ters of the society or any branch thereof. 

(h) He may summon any person who he has reason 
to believe has hnovfedge of any of the affairs of the 
society to appear before him at any place at the head» 
quarters of the society or any branch thereof and may 
examine such person on oath 

(c) (i) He may, notvithstandins any rule or by-law 
prescribing the period of notice for a general meeting 
of the society, require the officers of the society to call 
a general meeting at such time and place at the head* 
quarters of the society or any branch thereof and to 
determine such matters as may be directed by him. 
If the officers of the society refuse or fail to call such a 
meeting, he shall have power to call it himself. 

(u) Any meeting called under clause (0 shall have 
all the powers of a general meeting called under the 
by-laws of the society and its proceedings shall be 
regulated by such bylaws 

(3) When an inquiry is made under this section, the 
Registrar shall communicate the result of the inquiry to 
the financing Bank, if any, to which the society is 
indebted 

39. <J) The Registrar may, on the application of a 
of books by , , * , ' , 

Registrar. creditor of a registered society, inspect or airecf some 
person authorised by him in this behalf by a general or 
special order In writing to inspect the books of the 
society and the Registrar or the person so authorised 
shall have all the powers of the Registrar when holding 
an inquiry under section 38. 

(2) No inspection shall be made or directed under 
sub-secuon (1) unless the creditoi— 

(a) satisfies the Registrar that the debt is a sum 
then due, and that he has demanded payment thereof 
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and has not received satisfacdon within a reasonable 
lime / and 

(b) deposits with the Registrar such sum as securitj^ 
for the costs of the proposed inspection as the Registrar 
may require- 

(3) Where an inspection is made under sub^section 
(1), the Registrar shall communicate the results of such 
inspection to the creditor and to the financing bank, if 
any, to which the society is indebted. 

40 A financing bank shall have the right to inspect 
the books of any registered society which is indebted 
to it. The inspection may be made either by an officer 
of the financing bank or by a member of its paid staff 
certified by the Registrar as competent to undertake such 
inspection The officer or member so inspecting shall 
at all reasonable times have free access to the books, 
accounts, documents, securities, cash and other proper-r 
ties belonging to or in the custody of the society and 
may also cal! for such information, statements and 
returns as may be necessary to ascertain the financial 
condition of the society and the safety of the sums lent 
to it by the financing bank. 

41. Where an inquiry is held under section 38 or 
an inspection is made under section 39, the Registrar 
may after giving the parties an opportunity to be heard, 
apportion the costs, or such part of the costs as he may 
think right, between the society, the members of creditor 
bank demanding an inquiry or inspection, the officers or 
former officers of the society. Costs may also be 
awarded by the Registrar to the financing Sank in the 
case of inspection under section 40, by the financing 
bank. 

42. Any sum awarded by way of costs under 
section 41 may be recovered as if it were an arrear of 
land revenue. 
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Supenestion oi Committee of Society- 
Supersts' <I) If. in the opinion of the Registrar, the com* 

Committee Hiittee of any registered society Is not functioning pro 
perly, he may, after gii ing an opportunity to the com* 
miliee to state its objections, if any, by order in writing, 
dissolve the cominittee and appoint a suitable person or 
persons to manage the affeirs of the society for a 
speciEed period not exceeding two years. The period 
spedfied in such order may, at the discretion of the Re* 
gistrar, be extended from time to lime proiided that 
such order shall not remain in force for more than four 
years in the aggregate 

The person or persons so appointed shall sub* 
ject to the control of the Registrar and to such instruo 
tions as he may trom time to time give have power to 
exercise all or any of the functions of the committee or 
of any officer of the society, and to taXe all such action 
as may be required in the interests of the society- 

<3> The Registrar may fix the remuneration payable 
to the person or persons so appointed- The amount of 
such remuneration and the other costs, if any, incurred 
in the management of the society, shall be payable from 
Its funds 

<4) The person or persons so appointed shall, at the 
expir>' of the penod of his or their appointment, arrange 
for the constitution of a new committee in accordance 
with the by*laws of the society. 

<5) Before taking any action under sub*section <1) 
in respect of a financing bank or in respect of a society 
indebted to a financing bank, the Registrar shall consu t 
in the former case the Madias State Co*operaii\ e Bank, 
and in the latter case the financing bank concerned re* 
gardmg such action 
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(6) Nothing in this section shall be deemed to affect 
the power of the Registrar to cancel the registration of 
the society under section 44. 


Dissolution of Soaety 

44. (1) If the Registrar, after an enquiry has been 
held under section 38 or after an inspection has been 
made under section 39 or section 40 or on receipt of an 
application made by three»fourths of the members of a 
registered society, is of opinion that the society ought 
to be dissolved, he may by order in writing cancel the 
registration of the society. A copy of the order shall 
forthwith be communicated to the society by registered 
post. 

(2) Any member of the society may, within two 
months from the date of the order made under sub-sec¬ 
tion (1) appeal to the State Government from such 
order. 

(3) Where no appeal is presented withm two 
months from the making of an order cancelling the re¬ 
gistration of the society, the older shall take effect on 
the expiry of that period. 

(4) Where an appeal is presented within two 
months the order shall nor take effect unril it is confirmed 
by the State Government and such confirmation is com¬ 
municated to the society by registered post. 

45. Where it is a condition of the registration of a 
society that it should consist of at least ten members 
who have attained the age of majomy the Registrar 
may, by order in writing, cancel the registration of the 
society if at any time it is proved to his satisfaction, 
that the number of the jnembexs bas been reduced to 
less than ten such members. 

46. Where the registration of a society is cancelled, 
the society shall cease to exist as a corporate body— 

(a) in the case of cancellation in accordance 

32 
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Winding 

up 


with the provisions of section 44, from the 
date the order of cancellation takes effect. 

(h) in the case of cancellation in accordance with 
the provisions of section 45, from the date of 
the order. 

47. (1) Where the registration of a society is can* 
celled under seciton 44 or section 45, the Registrar may 
appoint any person to be liquidator of the society. 

(2) Subject to any rules that way be made under 
this Act, the whole of the assets of the society shall, 
on the appointment of a liquidator under sub»section (1) 
vest in such liquidator and he shall have power to re* 
alise such assets by sale or otherwise* 

(3) Such liquidator shall also have power, subiect 
to the control of the Registrar-' 

(a) to institute and defend suits and other legal 
proceedings on behalf of the society by bis 
name of office, 

(b) to determine from time to time the contribution 
to be made or remaining to be made by the members 
or past members or by the nominees, heirs or legal 
representatives of deceased members or by any 
officers 01 former officers, to the assets of the society, 
such conti ibufion including debts due from such members 
or persons, 

<e> to investigate all claims against the society 
and subject to the provisions of this Act to 
decide questions of priority arising between 
claimants, 

<d> to pay claims against the society (Including 
interest up to the date of cancellation of re* 
^istration) according to their respective 
priorities, if any, in full or rateably, as the 
assets of the society permit/ the surplus, if any 
remaining after payment of the claims being 
applied in payment of interest from, the date 
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of such cancellation at a rate fixed by him but 
not exceeding the contract rate in any case, 

<e> to determine by what person and in what pro*- 
portions the costs of the liquidation are to be 
borne, 

<f' to give such directions in regard to the collect 
tion and distribution of the assets of the 
society as may appear to him to be necessary 
for winding up the affairs of the society/ and 

<g> to carry on the business of the society so far 
as may be necessary for the beneficial windinff 
up of the same. 

(4) Subject to any rules that may be made under 
this Act, a liquidator appointed under this section shall, 
in so far as such powers arc necessary for carrying out 
the purposes of this section, have power to summon and 
enforce the attendance of witnesses and to compel the 
production of any books, accounts, documents, securi¬ 
ties, cash Or other properties belonging to or in the 
custody of the society by the same means and <so far as 
may be) in the same manner as is provided m the case 
of a civil court under the Code of Civil Procedure,-1908- 

(5) Any sum ordered under this section to be re¬ 
covered as a contribution to the assets of the society or 
as costs of liquidation may be recovered, on a requisition 
being made in this behalf to the Collector by the Re¬ 
gistrar, in the same manner as arrears of land revenue. 

(6) Save as provided in sub-section <5), orders made 
under this section shad, on application, be enforced by 
any civil court having local jurisdiction in the same 
manner as a decree of such court. 

(7) When the affairs of the society have been wound 
up, the liquidator shall deposit the records of the society 
in such place as the Registrar may direct. 

i8) Any person aggrieved by any order of the li¬ 
quidator may appeal to the Re^trar against such order 
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within two months from the date of the issue of the order 
by registered post. 

Bar of suit 48. Save in so far as is expressly provided in this 

in certain » . ... i t, i , 

cases. Act, no civil court shall take cognizance of any matter 

connected with the winding up or dissolution of a society 
under this Ac^ and when a liquidator has been appoin* 
ted no suit or other legal proceedings shall he or be 
proceeded with against the society except by leave of the 
Registrar and subject to such terms as he may impose* 
Surcharge and Attachment. 

Suicbarge. Where In the course of an audit under 

section 37 or an inquiry under section 38 or an inspeo 
uon under section 39 or the winding up of a society, it 
appears that any person who has taken part in the 
organization or management of the society or any past 
or present officer of the society has misappropriated or 
fraudulently retained any money or other property or 
been guilty of breach of trust in relation to the society, 
the Registrar may, of his own motion or on the applica* 
tion of the committee or liquidator or of any creditor or 
contributory, examine into the conduct of such person 
or officer and make an order requiring him to repay or 
restore the money or property or any part thereof with 
interest at such rate as the Registrar thinks just or to 
contribute such sum to the assets of the society hy way 
of compensation in respect of the misappropriation, 
fraudulent retainer or breach of trust as the Registrar 
thinks just. 

(2) The order of the Registrar under sub»secuon 
(1) shall be final unless it is set aside by the District 
Court having '/urisdiction over the area in which the 
headquarters of the soaetyare situated or if the head¬ 
quarters of the society are situated in the Cir/ of 
Madras, by the City Citril Court, on application made 
by the party aggrieved within three months of the date 
of receipt of the order by him. 
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(3) Any sum ordered under this section to be repaid 
to a society or recovered as a contribution to its assets 
may be recovered on a requisition being made in this 
behaif to the Collector by the Registrar m the same 
manner as arrears of land revenue. 

(4) This section shall apply notwithstanding that 
such person or officer may have incurred criminal 
liability by his act. 

SO. Where the Registrar is satisfied on the applica* 
tion of the liquidator or otherwise that any person with 
intent to defeat or delay the execution of any order 
that may be passed against him under clause (b) of sub^ 
section (3) of section 47 or section 49— 

<a) is about to dispose of the whole or any part 
of his property t or 

<b> is about to remove the whole or any part of 
his property from the local limits of the 
lufisdiction of the Registrar, 

the Registrar may, unless adequate security is fur- 
ntshed, direct the conditional attachment of the said pro¬ 
perty or such part thereof as he thinks necessary and 
such attachment shall have the same effect as if it bad 
been made by a competent civil court. 

Arbitration 

51. <1> If any dispute touching the business of a 
registered society (other than a dispute regarding 
disciplinary action taken by the society or its committee 
against a paid servant of the society), arises— 

(a) among members, past members and persons 
claiming through members, past members and 
deceased members, or 

<b> between a member, past member or person 
claiming through a member, past member or 
deceased member and the society, its com¬ 
mittee or any officer, agent or servant of the 
society, or 
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<c> between the society or its committee anJ any 
past committee, any officcf, agent or servant 

or any past officer, past agent or past servant, 
or the nomine^ beirs or legal representatives 
of any ffeccaseff officer, deceased agent or 
deceased servant of the society, or 
<d) between the society and any other registered 
society, such dispute shall be referred to the 
Registrar for decision. 

Explanation,—-A claim by a registered society for 
any debt or demand due to it from a member, past 
member Of the nominee, heir or legal representative of 
a deceased member, whether such debt or demand 
be admitted or not, is a dispute touching the business 
of the society within the meaning of this sub^section. 

Q) The Registrar may, on receipt of such 
reference, 

(a) decide the dispute himself, or 

(b) transfer it for <itspcsal to any person who has 
been invested by the State Government wiih 
powers m that behalf, or 

(c) subject to such rules as may be prescribed, 
refer it for disposal to an arbitrator or 
arbitrators. 

<3) subject to such rules as may be prescribed the 
Registrar may withdraw any reference transferred under 
clause (b) of sub-section (2) or referred under clause 
(c) of that sub-^eclion and deal with it in the manner 
provided in the said subjection. 

(4) Where the Registrar is satisfied that a party to 
any reference made to him under subjection (1), wilh 
intent to defeat or delay the execution of any decision 
that may be passed thereon— 

(a) is about to dispose of the whole or any part 
of his property, or 

b) is about to remove the whole or any part of 
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his property from the local limits of the juris¬ 
diction of the Registrar, 

ahe Registrar may, unless adequate security is furnished, 

■direct the conditional attachment of the said property 
or such part theieof as he thinks necessary, and such 
-attachment shall have the same effect as if it had been 
made by a competent ctvil court 

(5) The Registrar may, of his own motion or on the 
application of a party to a reference, revise any decision 
thereon by the person to whom such reference was 
transferred or by the arbitrator or arbitrators to whom it 
was referred. 

<61 (a) Any decision passed by the Registrar under 
clause (a) of sub»section (2) or under sub* 
section (5> shall be final and shall not be 
called in question in any civil or revenue 
court- 

(b) Any decision that may be passed by the per* 
son to whom a reference is transferred or by 
the arbitrator or arbitrators to whom it is 
referred shall, save as otherwise provided in 
sub'Section (5;, be final and shall not be called 
in question in any civil or revenue court 

Offences and Penalties 

^2. It shall be an offence under this Act if— Offences, 

(a) a registered society or an officer or member 
thereof, wilfully makes a felse retuin or 
furnishes false infomwtion , or 
.(b) any person wilfully Of without any reasonable 
excuse disobeys any summons, requisition 
or lawful written order issued under the 
provisions of this Act or does not furnish any 
information lawfully required from him by a 
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person authorised in this behalf under the 
provisions of this Act. 

53. Any memher or past member or the nominee, 
heir or legal representative of a deceased member con»^ 
travening the provisions of section 21 by fraudulently 
disposing of any property in respect of tphich the society 
IS entitled to claim priority under that section or 
doing any other act to the prejudice of such claim, 
shall be punishable with fine not exceeding two hundred 
rupees. 

54. <1> No person other than a registered society 
shall trade or carry on business under any name or title 
of which the word 'co-operative' is part without the 
sanction of the State Government: 

Provided that nothing in the section shall apply to 
the use by any person or his successor in interest of any 
name or title under which he traded, or earned on 
business at the date on which the Co-operative Societies 
Act, II of 1912, came into operation. 

<2) Whoever contravenes the provisions of sub-sec- 
tlon <1> shall be punishable with fine which may extend 
to 50 rupees and in the case of a continuing offence 
with further fine of five rupees for each day on which 
the offence is continued after conviction therefor. 

55. Any registered society or any officer or member 
thereof or any other person guilty of an offence under 
this Act for which no punishment is expressly provided 
herein shall be punishable with fine not exceeding fifty 
rupees. 

56. <1> No court inferior to that of a Presidency 
Magistrate or a Magistrate of the first class shall try any 
offence under this Act. 

(2> Every offence under this Act, shall for the 
purpeaes of the Code of Criminal Procedure, V of 1898, 
be deemed to be non-cognizable. 

G> No prosecution shall be instituted under this. 
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Act without the previous sanction of the Registrar, such 
sanction shall not he given without giving the party 
concerned an opportunity to be heard. 

Miscellaneous 

57. The State Government or the Registrar may 
call for and examine the record of any enquiry or the 
proceedings of any officer subordinate to them for the 
purpose of satisfying themselves as to the legality or 
propriety of any decision or order passed and as to the 
regularity of the proceedings of such officer. If in any 
case it shall appear to the State Government or the 
Registrar that any decision or order or proceedings so 
called for should he modified, annulled, or reversed, the 
State Government or the Registrar, as the case may be, 
may pass such order thereon as to it or him may seem 
fit. 

57A. The Registrar or any person subordinate to 
him empowered by the Registrar in this behalf, may, 
subject to such rules as may be prescribed by the State 
Government and without preiodice to any other mode 
of recovery provided by or under this Act, recover—' 

<a> any amount due under a decree or order of a 
civil court, a decision or an award of the 
Registrar or arbitrator, or an order of the 
Registrar, obtained by a registered society 
including a financing bank or liquidator,- or 
<b> any sum awarded by way of costs under 
section 41 to a registered society including a 
financing bank or to the Government/ or 
<c> any sum ordered under section 47 to be 
recovered as a contribution to the assets of a 
society or as costs of liquidation, or 
<d> any sum ordered under section 49 to be repaid 
to a society or recovered as a contribution to 
Its assets, together with the Interest, if any. 
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due on such amount or sum and the costs of 
process, by the attachment and sale or by the 
sale without attachment of the property of the 
person against whom such decree, decision, 
award or order has been obtained or passed. 

S7B The Registrar or any person empowered by 
him in that behalf shall be deemed, when exercising any 
powers under this Act for the recovery of any amount 
by the attachment and sale or by the sale without 
attachment of any pioperty, or when passing any orders 
on an application made to him for such recovery or to 
take some step m aid of such recovery to be a civil 
court for the purposes of Article 182 of the First 
Schedule to the Indian Limitation Act IX of 1908-’ 

S7C. Lapsed. 

<1> Ail sums due from a registered society or 
from an officer, former officer, member or past or 
deceased member of a registered society as such to the 
Government including any costs awarded to the 
Government in any proceeding under this Act may be 
recovered in the same manner as arrears of land 
revenue- 

(2) Sums due from a registered society to the 
Government and recoverable under sub.»^secnon (1) may 
be recovered, firstly, from the property of the society/ 
secondly, in the case of a society the liability of the 
members of which is limited, from the members, past 
members or the estates of deceased members,-subiect 
to the limit of their habihty; and thirdly, m the case of 
other societies from the members, past members or the 
estates of deceased members. 

Provided that tfie liability of past members and of the 
estates of deceased members shall in all cases be subject 
to the provisions of section 25- 


1. Inserted by Madias Act V of 1937. 
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59. Noiw’ithstandiog anything contained in this Act, 
the State Government may, by special order in each 
case and subject to such condition, if any, as it may 
impose, exempt any society from any of the require* 
ments of this Act as to registration- 

60. The State Government may, by genera! or 
special order, exempt any registered society from any 
of the provisions of this Act or may direct that such 
provisions shall apply to such society with such modifi* 
■cations as may be specified m the order- 

6!. The provisions of the Indian Companies Act, 
VII of 1913, shad not apply to registered societies- 

(1) Every society now existing which has been 
registered under the Co-operative Credit Societies Act, 
X of 1904, or under the Co-operative Societies Act, II 
of 1912, shall be deemed to be registered under this Act, 
and Its by-laws shall, so far as the same are not incon* 
sistent with the e-xpress provisions of this Act continue 
in force until altered or rescinded 

Every society which has been registered under the 
law applicable to Co-operative Societies in the areas 
which formerly formed part of the State of Puduhkoctai, 
Eanganapalle or Sandur and the by-laws of which are 
not inconsistent with the express provisions of this Act 
or any rule made thereunder, shall, if the Registrar by 
an order in writing so declares, be deemed to be 
registered under this Act and its by-laws shall continue 
in force until they are altered or rescinded. 

(2) All appointments, rules and orders made, 
notifications and notices issued and softs and other 
proceedings instituted under the said Act shall, so far 
as may be, be deemed to have been respectively made, 
issued and instituted under this Act- 
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43. No act of a registered society or any committee 
Of of any officer of the society, shall be deemed to be 
invalid by reason only of some defect in the organisation 
of the society or in the formation of the general body 
or in the appointment or election of the officer or on the 
ground that he was disqualified for his office. 

44 . All references to the Co-operative Societies 
Act, 1912, occurring in any enactment made by any 
authority in India and for the time being in force in the 
State of Madras shall, in its application to the said 
State, be construed as references to this Act. 

45. fl) The State Government may, for the whole 
or any part of the Suie of Madras and for any registered 
society Of class of such societies, make rules to carry 
out all or any of the purposes of this Act. 

(2) In particular and without preiudice to the 
generality of the foregoing power, such rules may- 

la) subject to the provisions of section 6 prescribe 
the maximum number of shares or portion, 
of the capital of a society which may be held 
by a member/ 

(b) prescribe the forms to be used and the condi¬ 
tions to be complied with in the making of 
applications for the registration of a society 
and the procedure in the matter of such 
applications/ 

(c) subject to the provisions of section 5 presenbe 
the procedure to be followed when societies 
change thdr form of liability/ 

(d) prescribe the matters in respect of which a 
society may or shall make by-laws and for the 
piocedwe to be followed in making, altering 
and abrogating by-laws, and the conditions to 
be satisfied prior to such making alteration or 
abrogation/ 



APPENDIX II 


509 


<e) prescribe the condirions to be complied with 
by persons applying for admission or admitted 
as members, and provide for the election and 
admission of members and the payment to be 
made and the interests to be acquired before 
the exercise of the tight of membership, 

(fj regulate the manner in which funds may be 
raised by means of shares or debentures or 
otherwise > 

ig) piovide for general meetings of the members 
and for the procedure at such meetings and 
the powers to be exercised by such meetings , 
(h) prescribe in the case of financing bank— 
li) the ptopotiion of individual members to 
society members in the constitution of its 
general body or of its committee / and 
(10 the maximum number of members of its 
committee, 

(1) provide for the appointment, suspension and 
removal of the members of the committee and 
other officers and for the procedure at meet« 
mg of the committee and for the powers to 
be exercised and the duties to be performed 
by the committee and other officers ( 

(0 prohibit a society from appointing a defaulting 
member of any society to its committee or to 
the committee of any other society and allow* 
ing him to exercise his nghts of membership 
in the society or to represent it in another 
society and vote, 

(k) prescribe the accounts and books to be kept by 
a society and provide for the audit of such 
accounts and the charges, if any, to be made 
for such audit, and for the periodical publica* 
tion of a balance-sheet showing the assets and 
liabilities of a society, 
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(I) prescribe the returns to be submitted by a 
society to the Registrar and provide for the 
persons by whom and the form tn which such 
returns shall be submitted and in case of 
failure to submit any such return for the levy 
of the expenses of preparing it / 

(in) provide for the persons by whom and the form 
in which copies of entries in books of societies- 
may be certified and for the charges to be 
levied for the supply of such copies / 

(n) provide for the formation and maintenance of 
a register of members and, where the liability 
of the members is limited by shares, of a 
register of shares t 

(o) provide fot— 

(i) the appointment of an arbitrator or arbitra* 
tors to decide disputes / 

(ii) the procedure to be followed in proccedingr 
before the Registrar, arbitrator or arbitrators 
or other person deciding disputes including 
the appointment of a guardian for a party to 
the dispute, who is minor or who by reason 
of unsoundness of mind or mental infirmity 
is incapable of protecting his interests / 

(iii) the levy of the expenses incidental to such 
proceedings / and 

fiv) the enforcement of the decision or awards 
in such proceedings / 

(p) provide for the withdrawal and expulsion of 
members and for the payments, if any, to be 
made to members who withdraw or are expel* 
led and for the liabilities of past members or 
the estates of deceased members , 

(qi prescribe the prohibitions and restrictions 
subject to which societies may trade with 
persons who arc not members y 



APPFND!V n 


511 


(r) provide for the mode in xphich the value of a 
deceased member's interest shall be ascer* 
tdined, and for the nomination of a person to 
whom such interest may be paid or transferred, 

(s) prescribe the payments to be made and the 
conditions to be complied with by members 
applying for loans, the periods for which loans 
may be made and the amount which may be 
lent, to an individual member / 

it) provide for the formattoo and maintenance of 
reserve funds, and the objects to which such 
funds may be applied, and for the investment 
of any funds under the control of a society , 

(u) prescribe the extent to which a society may 
limit the number of its members , 

(v) prescribe the conditions under which profits 
nia> be distributed to the members of a society 
with unlimited iiabilny and the maximum rate 
of dividend which may be paid by societies , 

(w) prescribe the procedure to be followed by a 
liquidator appointed under section 47, and 
piovide for the disposal of the surplus assets, 
if any, of the society, 

(x) subject to the provisions of this Act, deter* 
mine the cases in which an appeal shall lie 
from the orders of the Registrar, and prescribe 
the procedure to be followed in presenting and 
disposing of all appeals under this Act, 

(y) prescribe the period for which and the terms 
under which aid may be given by the State 
Government to societies and the terms under 
which the State Government may guarantee 
the payment of interest on debentures issued 
by societies, 

(z) provide for the custody of property attached, 
under this Act/ 
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(aa) provide for the issue and service of pro» 
cesses and for proof of service thereof / 

(bb) proWde for the inspection of documents in 
the Registrar’s office and the levy of fees 
for granting certiiied copies of the same / 

(cc) provide for the investigation of claims and 
objections that may be preferred against any 
attachment eff^ecced by the Registrar or an 
officer empowered by him / 

(dd) provide for the recovery of costs awarded 
against the Government in cases under 
section 49, 

(ee) prescribe the procedure for the attachment 
and sale of property under (section 57A)/ and 
(fO provide for all matters expressly required or 
allowed by this Act to be prescribed by 
rules. 

<3) The power to make rules conferred by this 
section is subject to the condition of the rules being 
made after previous publication. 

(4) All rules made under this section shall be pub» 
lished in the official Gazette and on such publication 
shall have effect as if enacted in this Act. 

(5) All such rules shall be laid before both Houses 
of the State Legislature- 
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Repeals 

66. The enactment speciBed in the schedule are 
iierehy repealed in so far as they apply to the State of 
Madras to the extent spedfied in the fourth column of 
the said schedule. 

Schedule 

Year. Number Short title Extent of repeal. 
1. 2 3 4 

Acts of the Gaveffior^General in Council, 

1912. II The Co-operative 

Societies Act, 1912. The whole 
1920 XXXVin The Devolution Act, So much as re- 
1920. lates to Act II 

of 1912.. 

Act of the Governor of Madras m Council. 

1920 X The Co-operative 

Societies (Amendment) 

Act, 1920. The whole- 


Repeals. 
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THE BENGAL CO-OPERATIVE SOCIETIES 

ACT, mo. 

ACT. XXI OF 1940 

An Act to amend the law relating to Cosspcrative Societies- 
10 Bengal. 

\Vhercas it is expedient to make further provision 
for the formation and working of co.=operative societies, 
and for the promotion of thrift, self.-hclp and mutual aid 
among persons of moderate means with needs and 
interests in common, to the end that better conditions 
of living and better methods of production and business- 
may thereby result, and for that purpose to amend the 
law relating to co-operative societies in Bengal. 

It IS hereby enacted as follows :— 

CHAPTER I 

Preliminary. 

I. <1) This Act may be called the Bengal Co» 
operative Societies Act, 1940 

(2) It extends to the whole of West Bengal 

(3) It shall come into force on such date as the State 
Government may, by notification in the official Gazette, 
appoint. 

2. In this Act, unless there is anything repugnant in 
the subject or context — 

(a) "arbitrator" means a person appointed under 
clause (3) of sub.-section (I) of section 87 to 
decide any dispute referred to him. 

(b) "audit officer" means a person authorised 
under section 76 by general or special order to 
audit the accounts of a co-operative society/ 

(c) "by-laws" means the by-laws registered or 
deemed to have been registered under this Acf,. 
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and includes a registered amendment of the 
by»laws/ 

(d) "central co-operative land mortgage bank" 
means a co-operative society, the objects of 
which include the creation of funds to be 
lent to co-operative land mortgage banks, 

(e) "co-operative land mortgage bank" means a 
co-operative society, the obtects of which 
include the creation of funds to be lent to 
members on long terms upon mortgage of their 
immoveable property^ 

Cf) "co-operative society" means a society 
registered or deemed to be registered under 
this Act, 

(g) "co-operative society with limited liability" 
means a co-operative society having the 
liability of Its members limned by its by-laws 
to the amount, tf any, unpaid on the shares 
respectively held by them or to such amount 
as they may, respectively thereby undertake 
to contribute to the assets of the society in the 
event of its being wound up: 

(h) "co-operative society with unlimited liability" 
means a co-operative society having subject 
to its by-laws, an unlimited liability of its 
members to contribute jointly and severally 
any deficiency in the assets of the society, 

<i) "co-operative year" means such period of 
twelve months as may be presented for 
keeping the accounts of a co-operative society. 

(j) "dispute" means any matter capable of being 
the subject of civil Uugauon, and includes a 
claim in respect of any sum payable to or by 
a co-operative society whether such claim be 
admitted or not. 

h) "financing bank" means a co-operative 
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society the objects of which include the crea 
tion of funds to be lent to other co»-operativi 
societies/ 

(I) liquidator" means a person appointed undei 
section 90 to wind up the affairs of a co-'Opera^ 
tive society/ 

(m) "Managing Committee" means the committee 
of management of a cooperative society con^ 
stituted under secttoa 23/ 

(n) "member" includes a person joining in an 
application for registration of a society and a 
person admitted to membership after registrar 
tion in accordance with the rules and by 
laws/ 

^o) "net profits" means profits after deduction oi 
establishment charges, contingent charges, 
interest payable on loans and deposits, audit 
fees and such other sums as may be prescribed/ 

<p> "officer" includes a president, vice-president, 
chairman, vice-chairman, secretary, assistant 
secretary, manager, treasurer, member of a 
managing committee, auditor elected from 
among the members and any other person 
empowered under the rules or by-la^s to 
give directions m regard to the business of ^ 
co-operative society 

(q) "prescribed" means prescribed by rules made 
under this Act, 

(r) "Registrar" means a person appointed to per¬ 
form the duties of a Registrar of Co-opera¬ 
tive Societies under this Act and includes any 
person appointed to assist the Registrar on 
whom all or any of the powers or duties of 
the Registrar referred to in section JO have 
been or has been conferred or imposed under 
clause <a> of that section/ 
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(s> "rules" means rules for the time being in 
force made under this Act# 

(t> "Trustee" means the i>erson appointed to be a 
Trustee under sub*section il) of section 34- 

3. (Repeal):—Rep. by the Bengal Repealing and 
Amending Act, 1946 (Ben. Act XVI of 1946). 

4. (1) Every society existing at the commencement 
of this Act which has been registered under the Co» 
operative Societies Act, 1912, shall be deemed to be 
registered under this Act, and its by-laws shall, in so 
far as they are not inconsistent with the provisions of 
this Act, continue in force until altered or rescinded and 
shall to such extent be deemed to be registered under 
this Act. 

<2> All appointments, rules and orders made, all 
notjBcations and notices issued, all transactions entered 
into and all suits and other proceedings instituted under 
the Co-operative Societies Act, 1912, shall be deemed, 
so far as may be, to have been respectively made, 
issued, entered into or instituted under this Act. 

5. All references to the Co-operative Societies 
Act, 1912 occurring in any enactment for the ume 
being in force in V^esl Bengal shall, in the application 
of any such enactment thereto, bc constructed as 
references to this Act, and anything done or any 
proceedings commenced in pursuance of any such 
enactment or after the commencement of this Act 
shall be deemed to have been done or to have been 
commenced and to have had effect as if the reference 
in such enactment to the Co-operative Societies Act, 
1912, had been a reference to this Act, and no such 
thing oc preceding shsU ie deemed to have been 
invalid on the ground that such enactment did not refer 
to this Act. 
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6. The provisions of the Indian Companies Act, 
1913, shall not apply to co-operative societies. 

7. See Sec. 47 of Act II of 1912. 

8* <1> The State Government may, by rules:— 

<a) exempt any co-operative society or class of 
such societies from the application of any of 
the provisions of this Act or of any rules 
made thereunder, or 

<b> direct that any of such provisions shall apply 
to such society or class of societies to such 
extent as may he specified in the rules. 

<2> The power to make rules conferred by sub* 
section <1> shall besub/ect to the condition that no rule 
be made to the pre/udice of a co-operative society 
without stvin; such society an opportunity to represent 
its case, 

CHAPTER II 

Hegistrafion 

9 The State Government may appoint a person to 
be Registrar of Co-operative Societies for West Bengal 
and may appoint persons to assist him- 

10. Sub/cct to the rules, the State Government 
may, by general or special order in this behalf, confer 
all or any of the powers or impose all or any of the 
duties entrusted to the Registrar by or under this Act, 
other than those specified in the Second Schedule — 

<a> upon any peison appointed under section 9 to 
assist the Registrar/ and 
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<b) upon any co-operative society in respect of 
any other co*operative society •which is a 
member of the cooperative society first 
mentioned* 

II. <1> Subject to the provisions of this Act and of 
any rules, a society •which has as its object the promo* 
lion of the common interests of its members in accor* 
<Jance with co*operative prindples or a society 
estabfi'shed with the object of facibtating the operation 
of such a society, including a society formed by the 
division of an existing co-operative society or 
amalgamation of existing co*operauve societies, may 
be registered under this Act with or •without limited 
liability. 

<2) The word "limited" shall be the last word in the 
name of a society registered under this Act with limited 
liability. 

11. Unless the State Government by general or 
special order otherwise directs, a society shall not be 
registered under this Act— 

<a> with limited liability, if its objects include 
the creation of funds to be lent to its 
members, and if— 

<i> It has any withdrawable share capital / or 
<ii> the majority of the members are agriculturists 
and no member ts a co-operative society , or 
<b) with unlimited liability, if any member is a 
co-operative society. 

13. An application for registration of a society shall 
be made to the Registrar in the prescribed manner and 
shall be accompanied by a copy of the proposed by* 
Jaws, and the persons by whom or on whose hebalf such 
application is made shall himish such information in 
regard to the society as the Registrar may require. 
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14. Tfie Registrar shall decide all questions as to 
whether the application complies with the provisions of 
this Act and the rules and whether the objects of the 
society are in accordance with section 11. 

15. See Sec. ^3 of Act II of 1912. 

16. A certificate of registration signed by the 
Registrar shall be issued to the society and shall be 
conclusive evidence that the co-operative society there¬ 
in mentioned is a co-operative society duly registered 
under this Act and that its by-laws are as attached to- 
the certificate, unless it is proved that the registration 
of the society has been cancelled or that the by-laws 
have been amended m accordance with section 17 or 
section 18 

17. (1) No amendment of any by-law of a co-opera¬ 
tive society/ whether by way of addition, cancellation 
or alteration, shall be valid until such amendment has 
been registered under this Act, 

(2l Every proposal for such amendment, framed in 
accordance with the rules, shall be forwarded to the 
Registrar/and if the Registrar IS satisfied that the pro¬ 
posed amendment is not contrary to the provisions of 
the Act or the rules, he shall, unless for reasons to be 
recorded in writing, he sees fit to refuse, register the 
amendment- 

(3) The Registrar shall forward to the society a 
copy of the amendment thus registered, together with a 
certificate signed by him/ and such certificate shall be 
conclusive evidence that the amendment has been duly 
registered. 

18. (1) Subject to the rules, if it appears to a finan¬ 
cing bank that an amendment of the by-laws of a co¬ 
operative society which is a member and a debtor of 
such bank IS necessary or desirable in the interests of 
such society, it may, in the prescribed manner, call 
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upon the society to make the amendment ipjthjn such 
time as it may specify. 

(2) If the society fails lo make the amendment 
•within the time specified, the financing bank may, after 
affording the society an opportunity of being heard^ 
forward to the Registrar the amendment which tt consi¬ 
ders necessary or desirable, and the Registrar, if satisfied 
that the amendment is not crmirary to the provisions of 
the Act or the rules, may thereupon register the amend¬ 
ment and forward to the society in the prescribed 
manner a copy thereof, together with a certificate signed 
by him which shall be conclusive evidence that the 
amendment has been registered, and such amendment 
shall thereupon be binding upon the society and its 
members. 


CHAPTER 111 

Status and Management of Co operative Societies 
19. See Sec 18 of Act II of 1912- 


20. <1> The final authority of every co-operative 
society shall vest in the general body of members m 
general meeting : 

Provided that, in such circumstances as may be pres¬ 
cribed, the final authority may vest in the delegates of 
such members, elected m the prescribed manner and 
assembled in general meeting 

(2) The genera! meeting shall be summoned and 
shall exercise its authority in such manner as may be 
prescribed. 
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21. (1) A general meeting of every co^^operative 
society shall be held once at least in every co-operative 
year for the purpose of— 

(a) electing members of the managing committee 
and such other officers as may be provided in 
the byelaws, 

(b) considering the audit report referred to in 
section 79, and 

(c) considering any other matter which may be 
brought forward in accordance with the by- 
laws. 

(2J Such meeting shall be held not more than fifteen 
months after the date of the last preceding meeting held 
under sub-section (1) and, unless the Registrar on spe¬ 
cial grounds extends the period, within three months of 
the date prescribed for the receipt by the co-operative 
society of the audit report referred to in section 79/ 

Provided that the Registrar may, if he thinks fit; per¬ 
mit such meedng to be held not more than eighteen 
months after the date of the last preceding meeting held 
under sub-section (I). 

12. (1) A special general meeting maybe called at 
any time by a majority of the members of the managing 
committee and shall be called— 

(a) on the requisition in writing of one-third of 
the members of any co-operative society 
having not more than five hundred members 
or of one-fifth of the members of any other 
society, or 

(b) at the instance of the Registrar : 

Provided that, in the case of any society having 
more than two thousand five hundred members, a requi¬ 
sition under clause (a) may be presented by delegates 
elected in the prescribed manner. 

(2) The Registrar, or any person authorised by him 
in this behalf by special order in writing, may call a 
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general meeting of a co=operahve sorfety at any time, 
and shall call such meeting upon failure of the society 
to call a meeting on a requisition by the members or at 
the instance of the Registrar under sub-section <1). 

(3) Notwithstanding any rule or by-laws prescribe 
ing the period of notice for, and the method of summon* 
ing, a general meeting, the Registrar, in the case of a 
meeting called at his instance under sub*section (1), or 
the person calling the meeting in the case of a meeting 
called under sub*section (2), may specify the time and 
place for the meeting, the manner in which it shall be 
summoned and the matter which shall be discussed 
thereat- 

23. The management of every co-operative society 
ihall vest m a managing committee, constituted in accor¬ 
dance with the rules and by-iaws, which shall exercise 
such powers and perform such duties as may be confer¬ 
red or imposed respectively by this Act, the rules and 
the by-laws. 

24. The State Government may on the application 
of a co-operative society and on such conditions as 
may be prescribed, depute a servant of the Government 
to the service of the society for the purpose of manag¬ 
ing Its affairs, and a servant of the Government so 
deputed shall exercise such powers and perform such 
dunes as may be prescribed. 

25. (1) If the Registrar, after an inspection under 
section 82 or an inquiry under section 84, is satisfied for 
reasons to be recorded by him m wntmg that the mana¬ 
ging committee of a co-operative society is mismanag¬ 
ing its affairs, he may, under clause (b) of sub-section 
(1) of section 22, direct that, within such ume as he may 
determine, special general meeting of the society 
.shall be held to dissolve and reconstitute the manag¬ 
ing committee. 

<2) In any direction made under sub-section <1> the 
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Registrar may, for reasons to be recorded by him in 
writing, order that all or any of the members of the 
outgoing committee sfiaff, for such period not exceeding 
three years as he may determine, be disqualified for 
election or appointment as an officer of the society. 

26. (I) If the managing committee is not dissolved 
and reconstituted within the time determined, and in such 
manner as may be directed by the Registrar under 
seclion 25, he may hy order dissolve the managing 
Committee, the members of which shall forthwith vacate 
their office/ and the Registrar shall thereupon appoint 
One or more suitable persons, on such conditions as may¬ 
be prescribed, to manage the affairs of the coi'operative 
society for such period not exceeding one year, and to 
arrange for the constitution of a new managing com* 
mittee by such date, as the Registrar may determine. 

Provided that the Provincial Government may extend 
the period of one year for such further period not 
exceeding two years as it may think fit. 

<2) An order under sub-section (1> shall be in 
writing, shall set forth the reasons for which it is passed, 
and shall be passed only after an opportunity has been 
given to the managing committee to state its objections 
thereto. 

17. A person appointed under section 26 shall hold 
office until the managing committee is reconstituted or 
hts appointment iscanceHed byjLhe Registrar. 
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28 During the tenure of office oi a person appoin- 
ted under section 26— 

(a) all properties of the co-operative society 
sbaU vest \Q the Regiswan and 
(b> subject to the control of the Registrar, and 
notwithstanding the preferring of any appeal 
under section 134, such person shall exercise 
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all the powers and perform all the duties which 
may, under this Act, the rules and the by-laws, 
be exercised or performed by the managing- 
committee or any oflicer of the society. 


CHAPTER IV 

Duties and Obligations oi Co-operative Societies 

19. Every co*operative society shall have an 
address, registered in accordance with the rules, to 
which all notices and communications may be sent, and 
shall send notice in writing of every change thereof, 
■within thirty days of such change, to the Registrar, and 
to the financing bank, if any, of which it is a member. 

30, Every co-operative society shall keep open to 
inspection free of charge at all reasonable times at the 
address of the society— 

<a) a copy of this Act, 

<b> a copy of the rules, 

(c> a copy of the by-laws of the society, 

<d> a register of members, and 

<e> such other documents as may be prescribed. 

31. The balance sheet authenticated by the audit 
officer shall be annually published by every co-operative 
society in the prescribed manner. 

31. A co-operative society shall receive deposits 
and loans from persons who are not members only to 
such extent and under such conditions as may be pres¬ 
cribed by the rules or by-laws, and shall in respect of 
such deposits or loans make such provision for the main¬ 
tenance of fluid resource as may be prescribed* 
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33. <1> In the case of any debentures or of any class 
or senes or issue of debentures issued under this Act, 
the State Government shall— 

<a) guarantee the principal theieof and the 
interest thereon, subject to such maximum 
amount of principal or such rate of interest 
and to such other conditions as may be 
prescribed/ and 

<b> notwithstanding anything contained in the 
Indian Trusts Act, 18S2, declare that such 
debentures shall be deemed to be included 
among the securities enumerated m section 
WO of the said Act. 

<2) Such debentures shall not be issued save with 
the express authority of the State Government. 

34. <1) When a co-operative society is authorised 
under the provisions of sub-section <2> of section 33 to 
receive loans by the issue of debentures, the principal 
of and interest on which is so guaranteed, the State 
Government shall appoint the Registrar or some other 
person to be the Trustee for the purpose of securing 
the fulfilment of the obligaiiojis of the society to the 
holders of the debentures. 

<2> With the previous sanction of the Trustee and 
subject to such conditions as he may impose, a co¬ 
operative society may issue debentures of one or more 
denominations for such period as it may deem expedient 
on the security of the assets of the society, including 
any mortgages which it holds fay acceptance, assign¬ 


ment or transfer. 

<3> Such debentures may be issued subject to 
either or both of the following conditions, namely,-^ 

(a} fixing a period, not exceeding iliirty years 
from the date of issue, during which they 
shall be irredeemable* 

<fa> reserving to the society the right to call in at 
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any time any previously issued debentures in 
advance of the date fixed for redemption, 
after giving to the dcbenturfc»holder concerned 
not less than three months' notice in tpriting/ 

and may be subject also to any other conditions 
imposed by the Trustee. 

<4> The total amount payable in respect of deben* 
tures issued by a society (including any debentures 
issued before the commencement of this Act) and 
outstanding at any time shall not exceed the total 
amount due on the mortgages, the amounts paid there.® 
underand remaining m the bands of the society or of 
the Trustee at such time and the value of all other 
assets of the society held by transfer of assignment 
subsisting at chat time. 

<5> Wheie a co'operaiivc society has called in any 
debenture m advance of the date fixed for redemp® 
tlon, the society shall, subiect to the previous pet® 
mission of the Trustee, have the power to cancel the 
debenture and issue any new debenture in place of the 
debenture paid off or otherwise satisfied or extinguished, 
or to reissue the debenture either by reissuing the same 
debentuie or by issuing another debenture in us place, 
and by virtue of such reissue the person entitled to such 
debenture shall have and shall be deemed to have 
always bad, the same rights and priorities, if any, as if 
the debenture had not been previously issued. 

35 The Trustee appointed under section 34 shall Trustee to 
be a corporation sole by the name of the Trustee for the 
debentures in respect of which he is appointed,, and as 
such shall have perpetual succession and a common seal 
and in his corporate name shall sue and be sued. 

36. <1> The powers and functions of the Trustee 
shall be governed by the provisions of this Act and the functions'* 
instrument of tiust executed between the co-operative Trustee 
society and the Trustee. 
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<2> The form of such instrument, and any modifica® 
tion which the parties thereto may mutually agree to 
make in any of its terms after its execution, shall be 
subject to the previous approval of the State Govern.^ 
ment- 

37. Upon the issue of debenture under the provisions 
of sub-section (2) of section 24, the assets of the co» 
operative society, including: any mortgages which it 
holds by acceptance, assignment or transfer, shall vest 
in the Trustee and the holders of debentures shall have a 
floating charge on all such assets, including the amounts 
paid under such mortgages and remaining in the hands 
of the Trustee or the society, and on the properties of 
the society* 

38. Notwithstanding anything contained in any other 
law for the time being in force, the State Government 
may, subject to the rules, grant loans to, take shares in. 
Of give financial assistance m any other form, to any co* 
operative society. 

39. <1) A co-opcraiive society shall not make loans 
<a> to any person other than a member/ or 

(b) to a member in excess either of the maximum 
or of the normal credit determined by the 
society for that member in accordance with 
the rules, whichever may be prescribed, or 

(c) save with the special sanction of the Registrar 
given in accordance with the rules, on the 
security of moveable property. 

(2) The State Government may, by general or 
special order, after giving any society likely to be affec.* 
ted thereby an opportunity of being heard in such 
manner as may be prescribed, prohibit or restrict the 
Veniiwg •zfi Th-ifT/Vf wn •mcflitsag't vncntViVlhJiZ 
by any society or class of societies other than a co* 
operative land mortgage bank. 
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40. Save as provided in sections 32 to 39 inclusive, 
48 and 49, the transactions oJ a co-operative society 
with persons other than members shall be subject to such 
prohibitions and restrictions, if any, as may be prescri¬ 
bed. 

4J. Every officer and every member of a co-opera¬ 
tive society shall furnish such information in regard to 
the transactions or working of the society as may be 
required of him by the Reidstrar or an audit officer, 
arbitrator, liquidator or any person conducting an ins¬ 
pection or inquiry under Chapter VIII. 

CHAPTER V 

Privileges of Co-operanve Societies 

42. (1) With the previous approval of the Registrar, 
a co-operative society may, by a resolution passed at a 
general meeting, change its name* 

(2) Such change of name shall not affect any right 
or obligation of the society or of any of its members, or 
past members, or of the estate of any of its deceased 
members, and any legal proceedings pending on the 
date of such change in which such society is a party 
may be continued by or against the society under its 
new name. 

43. (1) Subject to the provisions of this Act and of 
.the rules, a co-operative society, with the previous 
approval of the Registrar, may, hy a resolution passed 
at a general meeting, change its form of liability. 

<2> When such a resolution has been passed, the 
-society shall give nonce thereof m writing in the prescri¬ 
bed manner to all its members and creditors and, 
notwithstanding any by-faw or contract to the contrary, 
any member or creditor shall, within six months of the 
service of the notice upon him, have the option of with¬ 
drawing his shares, deposits or loans. Any member or 

34 
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creditor who does not exercise his option within the 
period aforesaid shall be deemed to have assented to- 
the change. 

<3> The change shall not take effect until either— 

(a) the assent thereto of all members and creditors 
has been secured/ or 

(b) all claims of members and creditors who- 
exercise the option referred to in sub=section 
<2> have been met in full. 

Co-opera- When a member of a co-operative society 

tjve Socie- which includes among Its objects the advance of loans 
tocaii*or members applies for a loan or when a person 

a statement applies for membership of such a society, the society 
of claims. , . L j 

may in the prescribed manner serve a notice on any 

creditor named in the application or ascertained after 
subsequent inquiry, and may also publish a general 
notice on all creditors, requiring him or them, in the 
prescribed form and within the time specihed in the 
notice, (0 furnish a written statement of his or their 
claim. 

<2) When a member of a co-operative society 
which includes among its ohjects the advance of loans 
to its members Intends to apply for a loan from any 
person other than the society such member shall send 
to the society a notice in writing stating— 

<a> his intention to apply for such loan, 

<b) the amount of the loan for which he intends 
to apply, and 

<c) the object of talcing the loan. 

Co-opera- A co-opcrative sotnety which includes amongst 

tive socie- its objects the advance of loans to its members, and the 
to ciHl for financing bank, if any, by a notice served in the 
lent'^^uit^ prescribed manner upon the landlord of any member of 
such society, require the landlord to furnish to such 
society or the financing bank or both notice of any rent 
suit instituted by him against such member. 
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46. Notwithstanding any of the provisions of the 
Indian Limitation Act. 1908, the period of fimitation for 
the institution of a suit to recover any sum, including 
interest thereon, due to a co-operative society by a 
member thereof shall be computed from the date on 
which such member dies or ceases to be a member of 
the society. 

47. <1> Notwithstanding anything contained in 
sections 60 and 61 of the Code of Civil Procedure, 1908, 
or in the Bengal Tenancy Act, 1885, but subject to any 
claim of the State Government In respect of land 
revenue, or any sum recoverable as land revenue or as a 
public demand, or of a landlord in respect of rent or any 
sum recoverable as rent, any debt or outstanding 
demand due to a co-operative society by any member, 
past member or the estate of any deceased member 
shall be a Brst charge— 

<a> if such debt or demand is due m respect of the 
supply of. Of any loan to provide the means 
of paying for, seed, manure, labour, subsistence, 
fodder for cattle or any other thing incidental 
to the conduct of agricultural operations—upon 
the Crops or agricultural produce of such 
member, past member or belonging to the 
estate of such deceased member, at any time 
within two years from the date on which the 
last instalment of such supply or loan became 
repayable,- 

<b> if such debt or demand is due in respect of 
the supply oF, or of any loan to provide 
the means of paying for, irrigation facilities,— 
upon the crops or agricultural produce of such 
member, past member or belonging to estate 
of such deceased member, at any time within 
two years from the date on which the last 
instalment of such supply or loan became 
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repayable, or upon the crops or agricultural 
proriuce of the land so provided with irriga¬ 
tion facilides/ 

<c> if such debt or demand is due in respect of 
the supply of, or any loan for the purchase of 
cattle, agricultural implements or warehouses 
for the storage of agricultural produce— 
in the manner and to the extent aforesaid upon 
the crop or agricultural produce of such 
member, past member or belonging to the 
estate of such deceased member and also upon 
the cattle, agricultural implements or ware* 
houses thus supplied or pufchased wholly or 
in part from any such loan; 

<e> (f such debt or demand is due in respect of 
any loan for the purchase or redemption of 
land, upon the land purchased or redeemed by 
such member, past member or deceased 
member from any such loan, 

<f> if such debt or demand is due in respect of 
any loan for the purchase or construction of 
any house or building or any portion thereof 
Or in respect of the supply of materials for 
such construction,—upon the house or building 
so purchased or constructed by such member 
past member or deceased member from any 
such loan or material. 

<2> Nothing in clauses <a>, <c>, (d>, <e> or <f> of 
sub*section <1) shall affect the claims of any bonafide 
purchaser or transferee for value without notice of any 
such crops or other agricultural produce, fodder, cattle, 
agricultural or industrial implements, machinery, raw 
materials, workshops, warehouses, premises, manufac¬ 
tured articles, houses, buildingsor land 
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48. <1> A co-operative society, an object of which 
is the provision of irrigational facilities to the cultivable 
land of its members, may in the prescribed form apply 
to the Collector for demarMiion of the area irrigable 
from any source of irrigation other than a tank which 
has, under section 4 of the Bengal Tanks Improvement 
Act, 1939, been declared to be a derelict tank. 

<2> Such area shall be termed the "irrigable area." 

<3> On receipt of such application, the Collector 
shall, after giving notice in the prescribed manner, cause 
to be prepared, m the prescribed form, by an officer 
subordinate to him, a map of the irrigable area and a 
statement of the cultivable lands included therein, and 
Such map and statement shall be published in the 
prescribed manner. 

(4) If the lands possessed by the members of such 
society comprise not less than sixty per centum of the 
cultivable lands included m the irrigable area, such 
society may, subject to rules made in this behalf, levy a 
water rate upon any non-member of the society 
possessing within such area cultivable land which is 
benefited by the irrigational facilities referred to in 
sub-section (1). 

(5) Such water rate shall be recoverable in the man¬ 
ner provided in this Act for sums due to the society by 
the members, past members and deceased members 
thereof. 

49, (1) A co-operatjve society, an object of which 
is the provision of embankment protection facilities to 
the lands of its members, may in the prescribed form 
apply to the Collector for demarcation of the area pro¬ 
tected by any embankment. 

(2> Such area sha/f be termed the "protected area." 

(3) On receipt of such application, the Collector 
shall, after giving notice in the presenbed manner, cause 
to be prepared in the prescribed form, by an officer sub- 
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ordinate to him, a map of the protected area and a state¬ 
ment of the lands included therein/ and a copy of such 
map and statement shall be published in the prescribed 
manner. 

(4) If the lands possessed hy the members of such 
society comprise not less than sixty per centum of the 
lands included in the protected area, such society may, 
subject to rules made in this behalf, levy an embankment 
protection rate upon any non-member of the society 
possessing land xnthin such area. 

(5) Such embankment protection rate shall be re¬ 
coverable in the manner provided in this Act for the 
recovery of sums due to the society by the members, 
past members and deceased members thereof. 

50. A co-operative society shall have a charge upon 
the share or interest in the capital and the deposits ofd 
member or a past or deceased member and upon any 
amount payable out of profits to a member or past mem¬ 
ber or the estate of a deceased member m respect of any 
debt due from such member or past member or the estate 
of such deceased member to the society and may, sub¬ 
ject to the provisions of section 69 to 73 inclusive and 
of the rules and by-laws set off any sum credited or 
payable to a member, past member or the estate of a 
deceased member in or towards the paymentofany 
such debt. 

51. If a member of a co-operative society, who is 
in the employment of the Crown in India or of any local 
authority or of any other person, takes a loan from a 
co-operative society in terms of a written contract to 
repay such loan by instalments, and authorises the 
society in writing to recover such instalments by 
deduction from his salary, the person who disbursed any 
amount payable to such member as salary in respect 
of such employment shall, on demand from the society 
deduct the amount of such instalment from the amount 
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'disbursed to sucb member as salary and shall forthwith 
remit to the society the amount so deducted: * 

(Provided that nothing in this section shall apply 
to persons employed upon Federal Railways (within the 
meaning of the Government of India Act, 1935), or in 
mines or oil fields) 

52. Nothing in clauses (b) and <c> of sub»section 
(1) of section 17 of the Indian Registration Act, 1908, 
shall apply to— 

<a> any instrument relating to shares in a co-= 
operative society, notwithstanding that the 
assets of such society consist wholly or in part 
of immoveable property/ or 
(b) any debenture issued by any such society 
and not creating, declaring, assigning, limiting 
or extinguishing any right, title or interest to or 
in immoveable property, except in so far as it 
entitles the holder to the security afforded by 
a registered instrument whereby the society 
has mortgaged, conveyed or otherwise trans* 
ferred the whole or part of its immoveable pro¬ 
perty or any interest therein to trustees upon 
trust for the bcnifit of the holders of such 
debentures, or 

(c) any endorsement upon or transfer of any 
debenture issued by any such society. 

53. (1) The State Government may, by general or 
■special order in the case of any co*operative society 
or class of co-operative societies, remit any tax, cess 
or fee payable under any law for the time being in force 
or the rules framed thereunder in respect of which the 
State Government is competent to remit such tax, cess 
or fee- 

(2) In respect of any co-operative society or class 

1 Added by the 1st Schedule to the West Bengal Laws 
<Ameadmenf aod Repeal) Act 1947 
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of cooperative sodedes the State Government may, 
by notification in the Official Gazette, remit- 

la) the stamp dutv' (other than stamp duties falU 
ing within item 57 or item ^ in List I in the 
Seventh Schedule to the Government of 
India Act 1955) in respect of any instrument 
executed by, cron behalf of, or in favour of, 
a co-operative societ>' or hy an officer or on 
behalf of a member thereof and relating to the 
busmess of such societ>7 in cases where, but 
for such remission, the co-operative society, 
officer Of member thereof, as the case may be, 
would be liable to pay the stamp dut>’ charge¬ 
able under any law for the time bring in force 
in respect of such instrument, and 
(b) any fee pa>'able by a co-operative society 
under any law for the time bring in force for 
the regcscrauon of documents* 

S4. <I) Koitrirbstanding anything contained in this 
Act, where a compromise or arrangement is proposed 
between a co-operative society' and us creditor cr credi¬ 
tors or any class of them the Registrar, upon an appli¬ 
cation made in the prescribed manner by the society or 
by any creditor or, in the case of a society' in respect cf 
which an order has been passed for the winding up there¬ 
of, by the liquidator, may order a meeting of the credi¬ 
tors or the class of creditors, as the case may be, to be 
called, held and conducted in such manner as may he 
prescribed. 

<2> If a maiority in number of the creditors or the 
class of creditors, as the case may be, representing claims 
to three-fourths of the debts due fay the society to the 
creditors or the class of creditors, present either in per¬ 
son or by proxy at the meeting agree to any compromise 
or arrangement, the compromise or arrangement shall, if 
sanctioned by the Registrar, upon publicau'on in the 
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prescribed manner, he binding on all the creditors or the 
class of creditors, as the case may be, and also on the 
society or, in the case of a society in respect of 
\phtch an order has been passed for the winding up 
thereof, on the liquidator and on all persons who have 
been or may be required by the liquidator under section 
91 to contribute to the assets of the society. 

CHAPTER VI 

Property and Funds oI Co-operative i'ocleties- 

55. A co-operative society may invest or deposit 
its funds— 

<a> in a Government Savings Bank, or 
<b> in any of the securities specified in section 
20 of the Indian Trusts Act, 1882/ or 
<c) with (he sanction of the Registrar, in the shares 
or debentures or on the security of any other 
co-operative society with limited liability, or 
<d) in any other manner piescnbed. 

56. <1) Every co-operative society shall maintain a 
reserve fund in respect of the profits, if any, derivable 
from its transactions. 

(2) Of ihe net profits of a co-operative society in 
each year there shall be carried to the reserve fund not 
less than twenty-five per centum or such higher propor¬ 
tion as may be prescribed for such society or class of 
societies. 

i 3) Save to the extent that, and m such manner as 
may be prescribed, no part of its reserve fund shall be 
used in the business of a cc-operauvc society. 

<4> Subject to the rules, any portion of the reserve 
fund not rssed indie business of tfte society, shall be 
invested or deposited— 

<a) m the Government Savings Bank/ or 

(b) In any of the securities specified in section 20 
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of the Indian Trusts Act, 1882, other than 
those specified in clause (e) of that section/ 
or 

(c) in any other banh approved by the Registrar. 

57. (1) Save as may be prescribed, no dtstnbution 
of profits shall be made in the case of a co^-operative 
society with unlimited liability/ and save as provided in 
this section, no part of the funds of a co.=operative 
society shall be divided hy way of dividend or bonus 
Of otherwise among its members 

<2> No dividend or bonus shall be paid— 

(a) otherwise than out of profits certified by the 
audit officer to have been actually realised/ or 
<b> Without the previous sanction of the Registrar, 
if the audit officer reports that any asset Is bad 
or doubtful and also recommends that such 
sanction is necessary : 

Provided that the audit officer shall not so recom¬ 
mend if such asset is ade<iuate{y covered. 

(3) Subiect to the provisions of sub-section (Z) after 
the proportion required by sub-section (Z) of section 
56 has been carried to the reserve fund from the net 
profits of any year, the balance of such profits, together 
with undistributed profits of past years if any, may, to 
such extent and under such conditions as may be pre¬ 
scribed, be distributed as dividend among the members 
or paid as bonus or remuneration to a member or em¬ 
ployee for any specific service rendered to the society. 

(4) No contribution under section 58 shall be paid 
otherwise than out of profit actually realised 

58 After there has been carried to the reserve fund 
the proportion of the net profits of any year required by 
sub-section <2> of sectum 56, a co-operauve society— 

<a> shall, in the manner prescribed, contribute an 
amount not exceeding five per centum of the 
balance of the year's remaining net profits for 
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cooperative education or for such other co» 
operative purpose as may be prescribed, and 
<b> may in accordance with the rules contribute 
not more than ten per centum of such balance 
for any charitable purpose as defined in section 
Z of the Charitable Endowments Act, 1890. 

59. <1) A co-operative society may establish a 
provident fund for its members, officers or servants from 
the contributions of such members, officers or servants, 
as the case may be, and, after there has been carried 
to the reserve fund the proportion of net profits in any 
year required by sub«seotion <2> of section 56 and after 
there has been paid the contribution required by clause 
<a> of section 58, may make such contribution to the 
provident fund as may be provided for in the rules or 
by-laws. 

<2> Such provident fund shall not be used In the 
business of the society, but shall be invested or deposited 
in one or more of the ways specified in sub-section <4) 

•of section 56. 

CHAPTER Vn 

Privileges, Liabilities and Obligations of Members of 
Co operative Societies. 

60. <1> Subject to the rules relating to voting by Votes oE 
•delegates, no member of a co-operative society, shall members, 
have more than one vote in its affairs. 

Provided that in the case of an equality of voles the 
■chairman shall have a second or casting vote. 

<2> A co-operative society which is a member of 
another co-operative society may appoint one of its 
members not disqualified for such appointment under 
any rule or by-laws to vote in the affairs of such other 
society. 
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61. No member of a cooperative society shalt 
exercise the ri'gfits of a member until he has made such 
payment to the society in respect of membership or 
acquired such interest in the society as may be provided 
for in the rules or by-laws. 

62. <1> A full, true and accurate statement of his 
assets and liabilities shall be furnished— 

(a) by an applicant for membership of a co¬ 
operative society vith unlimited liability, 
together trith his application/ 

(b) by a member of a co-operative society with, 
unlimited liability when required to do so by 
the Registrar or any person authorised by him 
by a general ot special order or by the 
hnancing bank/and 

(c) by a member of any other society, together 
with any application for a loan or for accep' 
ranee as a surety. 

(2) A member of a co-eperative society shall, 
before the completion of each such transaction, furnish 
to the society of which he is a member full, true and 
accurate information regarding any sale, mortgageor 
transfer in any form whatsoever of bis immoveable 
property or any portion or share thereof and regarding 
any debt proposed to be incurred on the security of 
such property- 

<3. A loan advanced by a co-operative society to 
a member thereof shall be utilised by him for the 
purpose for which it was advanced and, if not so 
utilised, shall be rcftinded by him immediately on its 
recall, in the prescribed manner, by the society. 

64 Notwithstanding anything contained in any law 
for the time being in force, but subject to the provisions 
of section 50, the share oc interest of a member in the 
capital of a co-operative sodety or in any provident 
fund established under section 59 shall not be liable to 
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attachment or sale under any decree or order of a court 
in respect of any debt or liability incurred by such 
member, and neither the Offi«aI Assignee under the 
Presidency»towns Insolvency Act, 1909, nor a Receiver 
under the Provincial Insolvency Act, 1920, shall be en= 
titled to or have any claim on such share or interest. 

6S. The members of a cooperative society shall, 
upon the winding up of the society, be /ointly and seve^ 
rally liable to contribute towards any deficiency in the 
assets of the society— 

(a> in the case of a society with unlimited liability 
without limit; and 

<b) in the case of a society with limited liability/ 
subject to such limitation of amount as may be 
provided in the by»laws. 

66< The liability of a past member and of the estate 
of a deceased member for the debts of a co-operative 
society as they existed at the date of his ceasing to be a 
member or of his death, as the case may be, shall con¬ 
tinue for a period of two years from the said date. 

67. Where the liability of a member of a co-opera¬ 
tive society IS limited by shares, no member other than 
another co-operative society shall— 

<a> hold more than such portion of the share 
, capital of the society as, subject to a maximum 

of one-fifth, may be prescribed/ or 

(b) have or claim any interest in the shares of the 
society exceeding one thousand rupees. 

68. (1) The transfer or charge of the share or in¬ 
terest of a member in the capital of a co-operative 
society shall be subject to the provisions of this Act and 
to such conditions as to maximum holding as may be 
prescribed and, in the case of member of a society with 
limited liability shall require the approval of the society. 

(2> No transfer or charge of his share or interest by 
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a member of a society registered with unlimited liability 
shall be valid unless— 

(a) he has held such share or interest (sate in the 
case of transfer under any of the provisions of 
sections 69, 70,71,73 or 74) for not less than 
one year/ and 

(b) the transferee or mortgagee is either a member 
of such society or a person whose application 
for membership has been accepted or another 
coaoperaiive society. 

49. If the byxlaws of a co-operative society so per¬ 
mit, any member of the society may, in accordance with 
the rules, nominate a person in whose favour the society 
shall dispose of the share or interest of such member on 
his death. 

70. (1) When any member of a co-operative society 
dies his share and interest in the society shall, subject to 
the provisions of sections 50 and 68 to the further provi¬ 
sions of this section, be transferred-* 

(a) to the person. If any, nominated in accordance 
with the provisions of section 69/ or 

(b) if thereby no such nominee or, if the existence 
and residence of such nominee cannot be as¬ 
certained by the managing committee, or if for 
any other cause such transfer cannot be made 
without unreasonable delay, to the person who 
(subject to the production by him of probate, 
letters of administration or succession certifi¬ 
cate) appears to the managing committee to be 
entitled in accordance with the rules to posse¬ 
ssion of such share or interest as part of the 
estate of the deceased member, or 

(c) on the application of the person referred to in 
clause (b) within three months of the death of 
the deceased member, to any person specified 
in the application. 
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<2) If the share or interest of the deceased cannot 
be legally transferred in accordance with the provisions 
of sub*sectlon <1) or if the person to whom the share or 
interest is payable under that subjection wjihin one 
year of the death of the deceased member claims pay® 
ment of the value of such share or interest, or if the 
society in accordance with the rules andby®laws decides 
to proceed according to this sub section— 

(a) the share shall be transferred to some other 
person qualified in accordance with the provU 
sions of section 68 to be the transferee of the 
share, on receipt from such person of the value 
thereof and 

(b) the value of the share or interest of the decea* 
sed member determined tn accordance with the 
rules shall be paid to the person nominated in 
accordance with the provisions of section 69 
or to the person appearing to be entitled to 
possession of such share or interest as afore* 
said, after deducting the amount of any sum 
payable under this Act to the society from the 
estate of the deceased member- 

71. When a member of a co-operative society is 
expelled or resigns in accordance with the rules or the 
by-laws, or when a member becomes insane— 

(a) his share or interest shall be transferred to 
another person qualified to be the transferee 
in accordance with the provisions of section 
68, and the value thereof determined m accor¬ 
dance with the rules shall be paid to such 
member or, if he is insane/ to any person 
appointed to manage his properties under the 
Indian Lunacy Act, 1912, or 
<b> in the case of a society, wirti unlimited liabi¬ 
lity if the by-laws so provide, the value of his 
share or interest determined in accordance with 
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the rules shall be paid to him or, if he is insane 
to any person appointed to manage his proper¬ 
ties under the Indian Lunacy Act, 1912. 

72, Notwithstanding anything contained elsewhere 
in this Act or in any other law for the time being force— 

(1) a member of a co-operative society the ob/ect 
of which is the reclamation and colonization of land or 
the acquisition of land and the leasing thereof toils 
members, shall not be entitled to transfer his possession 
of or interest in any land held by him under the society, 
except to the society or, with the previous approval of 
the society given In accordance with its by-laws, to a 
member thereof, 

(2) when the membership of a member of a co¬ 
operative society spectfied in clause (I I terminates by 
reason of his death/ expulsion, resignation or insanity or 
any ocher cause, his possession of and interest in any 
land held by him under the society shall vest in bis heir, 
executor or administrator or in the person/ if any, noml^ 
nated by him under section 69, if such heir, executor, 
admtnistracoc or person is willing to become a member 
of the society and Is eligible for membership in accor¬ 
dance with the by-laws of the society, 

(3) if the heir, executor, administrator or person 
referred to in clause (2) does not become a member of 
the co-operative society, the possession of and interest 
in the land of the deceased, expelled, resigned or insane 
member shall vest m the society, which shall pay to such 
heir, executor, administrator or person, as the case may 
be, a sum equivalent to the value of the land as deter¬ 
mined in accordance with the rules/ and 

(4) no land held under a co-operative society speci¬ 
fied m clause (1) by a member thereof, or vested under 
clause (2i in the heir, executoi or administrator of such 
member or in any person nominated by such member 
under section 69 shall be attachable in any suit or pro- 
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ceeding for the recovery of any debt other than a debt 
due to the society or to a member thereof. 

73. When an order is passed for the winding up of a 
co=operative society which is a member of a co=opera= 
live society with limited liability, the share or interest of 
the society being wound up shall, subject to the provi¬ 
sions of section 6S, be transferred to another person or 
co-operative society upon receipt from such person or 
society of the value, determined in accordance with the 
rules, of such share or interest, and upon the application 
of the liquidator the value thereof thus received shall be 
paid to him. 

74. AH sums calculated In accordance with the rules 
to be due from a co-operative society to a member, 
other than payments in respect of the share or Interest 
of such member to the society, shall, subject to the pro- 
“Visons of section 50, be paid- 

la) in the case of a deceased member, to the per¬ 
son to whom the share and interest are trans¬ 
ferred or their value is paid in accordance with 
the provisions of section 70, 

(b) in the case of a member who has been 
expelled or has resigned from a society, to 
him/ and 

<c) in the case of a member who has become 
insane, to any person appointed to manage his 
properties under the Indian Lunacy Act, 
191Z. 

75. All payments and transfers made by a co-oper- 
^itive society in accordance with the provisions of 
sections 70 to 74 inclusive shall be valid and effectual 
against any demand made upon the society by any other 
person- 
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CHAPTER VIII 

Audit, Inspection and Inquiry 

76. {1) The accounts of every co-operative society- 
shall, at least once In each year and by the date as may¬ 
be prescribed, be audited by the Registrar or by an 
audit officer authorised by him tn this behalf by general 
or special order in writing. 

<2) In respect of every audit of the accounts, a co® 
operative society shall, m the manner prescribed, pay 
such audit fee as may be prescribed, 

77. If at that time of audit the accounts of a co» 
operative society arc not complete, the Registrar or, with 
his approval, the audit officer may cause the accounts 
to be written up at the expense of the society 

78 (1> The audit under section 76 shall include— 

(a) a verification of the cash balances and 
securities, 

(b) a verification of the balance at the credit of 
the depositors and creditors and of the amounts 
due from the debtors of the society/ 

<c> an examination of overdue debts, if any , 

(d) a valuation of the assets and liabilities of the. 
society, 

(e) an examination of the transactions, includirjr 
the monetary transactions of the society 
within such limits as may be prescribed / 

(f) an examination of the statement of accounts 
to be prepared by the managing committee in 
such form as may be prescribed/ 

(g) a cenification of the realised profits, and 

(h) any other matter that may be prescribed. 

(2) The statement of accounts thus audited, together 
with the modifications, if any, made therein by the 
Registrar, shall be final and binding on the co-operative 
society. 
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79, The audit officer shatt, by such date as may 
be prescribed, submit to the co*operative society and 
to the Registrar, together with the statement of accounts 
audited, an audit report including a statement of— 

(a) every transaction which appears to him to 
be contrary to Jaw or to tbe rules or by*Jaws, 

(b) every sum which ought to have been but has 
not been brought into account, 

(c) the amount of any deficiency or loss which 
appears to have resulted from any negligence 
or misconduct or to require further investiga® 
tion, 

<d) any money or property belonging to the 
society, which appears to have been mis^ 
appropriated or fraudulently retained by any 
person, 

<e) any of the assets which appears to him to be 
bad or doubtful, and 

<f> any other matter prescribed 

80. A co»opefaiive society shall be afforded by the 
Registrar an opportunity of explaining any defects or 
jffegularittes pointed out by the audit officer, and there 
after the society shall, within such time and in such 
manner as the Registrar may direct, remedy such 
defects and irregularities and report to the Registrar the 
action taken by it thereon 

81. <1> The State Government may constitute an 
authority to appoint and control in such manner as may 
be prescribed, the staff required for the supervision of 
co=operative societies, other than such staff as may be 
appointed by the State Government for the purpose 
of such supervision, and such authority, shall be com* 
posed of such number of persons and shall perform 
such functions as may be prescribed. 

Provided that, of the persons composing such 
authority, three^fourths shall be elected by co*operative 
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societies tn such manner as may be prescribed, and 
one^fourth shall be nominated by the Registrar in such 
manner as may be prescribed. 

<2) A co=operative society, shall be liable to pay, 
to an authority constituted under sub^section <1>, such 
fee, in such manner, as may be prescribed 

82. <I> Every co-operative society shall be liable 
at any time to inspection— 

<a) by the Registrar or any person authorised 
by him in this behalf by general or special 
order, and 

<b> by the financing bank, if any, of which it is a 
member- 

<2> An inspection under this section by a financing 
bank shall be made by an officer of the bank or by a 
member of its paid staff certified by the Registrar in 
accordance with the rules as competent to conduct such 
an inspection 

<3) The result of an inspection under this section 
shall be communicated to the society and to the 
financing bank, if any, of which it is a member and, 
when the inspection is made by a financing bank, to the 
Registrar if so required by him. 

83. (1> Subject to the provisions of sub-section <2), 
on the application of a creditor of a co-operative 
society, an inspection shall be made of the books of 
the society by the Registrar or fay a person authorised by 
him in this behalf by general or special order in writing- 

<2) No such inspection shall be made unless— 

<a> the Registrar, after giving the society an 
opportunity of being heard, is satisfied that 
the alleged debt is a sum then due, and that 
the creditor has demanded payment thereof 
and has not received satisfaction within a 
reasonable time, and 

<b) the creditor deposits with the Registrar such 
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sum as security for the costs of the inspec* 
tion as the Registrar may direct. 

<3) The Registrar shall communicate the result of 
any inspection under this section to the creditor, to the 
society and to the financing bank, if any, of which the 
society is a memher. 

<1) The Registrar may, at any time, of his own 
motion or at the request of the District Magistrate, hold 
by himself or by a person authorised by him by order in 
writing, an inquiry into the constitution, working and 
financial condition of a co-operative society. 

<2> Such an inquiry shall be held on the application 
of— 

<a) the financing bank, if any, of which the 
society is a member^ 

<b> a majority of the members of the managing 
committee of the society, 

<c> one*third of the members of the society, each 
of whom has been a member of the society, 
for not less than twelve months immediately 
preceding the date of the application and shall 
have deposited such security for costs. If any, 
as the Registrar may direct, 

<d> creditors representing not less than one^half 
of the borrowed capital of the society, who 
shall have deposited such security for costs, 
if any, as the Registrar may direct. 

Provided that, in the case of any society having 
more than two thousand five hundred members, an 
application under clause <c) may be presented by 
delegates elected in the prescribed manner^ 

(3) The Registrar shall communicate the result of 
any inquiry under this secuon to the society, to the 
financing bank, if any, of which the society is a member 
and to the District Magistrate or the creditors, as the 
case may be, who applied for the enquiry* 


Inquuy by 
Registrar. 



550 THE LAW AND PRISCIPLES OF COOPERATION 


Cost of inj- 
pectioo or 
inquiry. 


Disputes <0 
be referred 
to Regis* 3 
trar. 


85. <1> The Re^trar may, after giving the parties 
an opportunity of being heard and by an order in writing 
stating the reasons therefor, apportion the cost of an 
inspection made under section 83 or of an inquiry under 
section 84 of such portion of the costs as he thinks fit, 
between the cooperative society, the members thereof 
or the financing bank or the creditor or creditors apply¬ 
ing for such inspecdon or inquiry, as the case may be, 
and the officers, former officers, members and past 
members of the society- 

(2) No expenditure from the funds of any co^pera» 
tive society shall be incurred for the purpose of defray¬ 
ing any costs In support of any appeal preferred by any 
persons other than the society against an order under 
sub-section (1). 


CHAPTER IX 
Settlement of Disputes 

86. Any dispute touching the business of a co¬ 
operative society (other than a dispute regarding disci¬ 
plinary action taken by a society or its managing com¬ 
mittee against a paid servant of the society) or of the 
liquidator of a society shall be referred to the Registrar 
if the parties thereto are among the following, namely--— 

(a) the society, its managing committee, any past 
or present officer, agent or servant or the liqui¬ 
dator of the society / or 

(b) a member, past member or person claiming 
through a member, past member or deceased 
member of the society / or 

(c) a surety of a member, past member or 
deceased mendier of the society, whether such 
surety is or is not a member of ihe society / or 
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(d) any other co-operative society or the liquida= 
tor of such society* 

87. (1) On receipt of a reference under section 56 
ahe Registrar shall subject to the rules: 

(a) decide the dispute himselfor 

(b) transfer it for disposal to any person autho* 
rised by the State Government to exercise 
the powers of the Registrar in this behalf y or 

(c) refer it for disposal to one or more arbitrators 
to be appointed fay the Registrar. 

(2) Subject to the rules, the Registrar may withdraw 
any reference transferred or referred under sub^seciion 
(1) and may deal with tt himself m the manner provided 
in such rules. 

88. Where a dispute involved property pledged as 
collateral security, the person deciding the dispute may 
issue an award, which shall have the same force and 
effect as a final mortgage decree of a Civil Court having 
iurisdictlon to make such a decree. 

CHAPTER X 

yVindwg up and Dissolution of Co^operasne Societies 

89. (1) The Registrar may, and if the rules in any 
ease so prescribe shall, by an order in writing, direct 
that a co-operative society shall be wound up if— 

(a) after an inspection has been made under 
section 82 or section 83 or an inquiry has been 
held under section 84 .• or 

(b) on an application made upon a resolution 
carried by threc=fourihs of the members of 
the society present at a special general meet¬ 
ing called for the purpose , or 

<c) on his own motion in the case of a society 
which— 

(i) has not commenced working ,■ or 

(ii) has ceased working # or 
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(fii) has share capital or memhers' deposits not 
exceeding five hundred rupees / or 
(iv) has ceased to comply with any condition 
as to registradon in this Act or in the rules 
Of by=laws, 

he is of the opinion that the society ought to be 
•wound up. 

(2) A copy of such order shall be communicated, 
in the prescribed martner, to the society and to the finan¬ 
cing bank, if any, of which the society is a member. 

(3) The order shall take effect— 

(a) Where no appeal is preferred under section 
134, on the expiry of the time allowed for pre» 
fernngan appeal, or 

(b) where an appeal is preferred, upon rejection 
of the appeal by the appellate authority. 

90. When an order IS passed under section 89 for 
the winding up of a co-operative society, the Registrar 
may, in accordance with the rules, appoint a person 
to be liquidator of the society and may remove such 
person and appoint another in his place 

91, (1) Notwithstanding anything contained in sec¬ 
tion 89 relating to the date on which an order for wind¬ 
ing up a co-operative society shall take effect, a liquida¬ 
tor appointed under section 90 shall have power from the 
date of his appointment to take immediate possession of 
all assets, properties, effects ^d actionable claims of the 
society or to which the society is entitled and of all 
books records and other documents pertaining to the 
business of the society. 

(2) From the date on which the order directing the 
■winding up of the society takes effect the liquidator shall, 
subject to the rules and under the general direction and 
control of the Registrar, have power, so far as is 
necessary for the winding up of the society, on behalf 
of the society to carry on the business thereof and to do 
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all acts and jcxecute alf documents necessary to such 
winding up, and in particular shall exercise such of the 
following powers as the Registrar may from time to time 
direct, namely— 

(a) to institute and defend suits and other legal 
proceedings,- 

(b) to make any compromise or arrangement with 
any person between whom and the society 
there exists any dispute and to refer any such 
dispute to arbitration 

<c) to determine the debts due to the society by 
a member, past member or the estate, 
nominees, heirs or legal representatives of a 
deceased member, 

(d) to calculate the costs of liquidation and deter' 
mine by what person and m what proportions 
they are to be borne . 

(e) to determine from time to time the contribu* 
tions, including the items mentioned in clauses 

(c) and (d), to be made to the assets of the 
society fay the members, past members or 
estates, nominees, heirs and legal representa^ 
lives of deceased members or by the past or 
present officers of the society, 

(f) to investigate all claims against the society and 
subiect to the provisions of this Act, to decide 
questions of priority arising between claimants,- 

(g) to pay claims against the society (including 
interest up to the date of the order for the 
winding up thereoO according to their priority, 
in full or rateably as the assets of the society 
permit, 

(h) to give such directions as appear to him to 
be necessary in regard to the realisation, 
collection and distribution of the assets of the 
sociefy / and 
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(0 after consulting the members of tbe society, 
to dispose of the surplus, if any, remaining 
after paying the claims against the society. 

92. Notwithstanding anything contained in the 
Presidency^towns Insolvency Act, 1909, and the Provin-^ 
cial Insolvency Act, 1920 the contribution assessed by 
a liquidator shall rank next to debts due to the State or 
to any local authority in order of priority in insolvency 
proceeding. 

93 When the affairs of a cosooerative society have 
been wound up, the liquidator shall deposit the records 
of the society in prescribed manner and shall make a 
report to the Registrar. 

94. (1) The Registrar may cancel an order forihe 
winding up of a co-operative society in any case where, 
in his opinion, the society should continue to exist- 

(2) In any other case the Registrar shall, after 
considering the report of the liquidator, if any, order 
the registration of the society to be cancelled, 

CHAPTER XI 

Special provisions for Co-operative Land 
Mortgage Banks 

95 (1) When a mortgage is executed in favour of 
a co-operative land mortgage bank for payment of a 
prior debt or part thereof of the mortgagor, the bank 
shall, notwithstanding the provisions of sections 83 and 
84 of the Transfer of Property Act, 1882, by issuing 
notice in writing in the prescubed manner require any 
person to whom any such debt is due to receive payment 
of such debt or part thereof from the bank within such 
period as may be specihed m the notice 

(2) The person on whom such notice is served shall 
be bound to receive payment of the amount offered by 
the bank, but where there is a disagreement between 
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ihe mortgagor and such person as regards the amouni 
of the debt, the receipt of the sum offered by the bank 
shall not prejudice the right, if any, of such person to 
recover the balance claimed by him. 

(3) If any person fails to accept such notice or to 
jeceive such payments, such debt or part thereof, as the 
case may be, shall cease to carry interest from the 
expiry of the period specified in the notice- 

96. Notwithstanding anything contained in any 
other law for the time being m force.— 

(I) the mortgagor of property mortgaged to a co* 
operative land mortgage bank shall not be entitled, after 
the execution of the mortgage and without the concur' 
xence of the bank,— 

<a> to transfer or mortgage his equity of redemp¬ 
tion, or to create a charge upon such property 
for a period exceeding five years, 

<2> the co-operative land mongage bank shall not 
be entitled to give its concurrence under clause <i> with¬ 
out the previous sanction of the central co-operative 
land mortgage bank or the financing bank to which any 
sum is payable by it, and 

<3> the central co-operative land mortgage bank or 
the financing bank shall, if it acco'-ds its sanction under 
clause <Z> send an intimation thereof to the Trustee, if 
any, appointed under section 34. 

97. Notwithstanding anything contained m Presi¬ 
dency towns InsoK ency Act, 1909 a mortgage, executed 
in favour of a co-operative land mortgage bank, shall 
not be called m question on the ground that it was not 
executed m good faith for valuable consideration or on 
the ground that it was executed in order to give the 
bank a preference over the other creditors of the mort¬ 
gagor. 
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98- A mortgage executed in favour of a co*opera»^ 
live land rnortgage bank after the commencement of 
this Act shall have priority over any claim of the Stale 
Government arising from a loan under the Land Improve* 
meni Loans Act, 1883, granted after the execution of 
the mortgage. 

99. <1> If any sum due as an instalment or part of 
an instalment payable under a mortgage in favour of a 
co=operalive land mortgage bank has remained unpaid 
for more than one month from the date on which it fell 
due, the bank may, in addition to any other remedy 
available to it, apply to the Registrar for the recovery 
of such sum by distraint and sale of not more than half 
the produce of the mortgaged land, including the stand¬ 
ing crops thereon. 

<2) Upon receipt of such application, and notwith¬ 
standing anything contained in the Transfer of Property 
Act, 1882, the Registrar may, subject to the provisions 
of this Act and the rules, take such action as is neces¬ 
sary to distrain and sell such produce. 

<3> No distraint shall be made under this section 
after the expiry of twelve months from the date on 
which the instalment fell due. 

100. The proceeds of any distraint and sale under 

section 99 shall be applied as follows__ 

First, there shall be paid to the co-operative land 
mortgage bank at the presenbed rate .— 

<a> the cost of the sale . and 
<b> the other expenses incurred on account of the 
distraint. 

Secondly, there shall be paid to the bank the amount 
for which the distraint was made and there shall be 
given to the person whose property has been sold a 
receipt for the amount so paid,- and 

Thirdly, the residue, if any thereafter remaining 
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shall be delivered to the person ^hose property has- 
been sold. 

101. Notwithstanding anything contained in any 
other law for the time being in force, where a power of 
sale without the intervention of the Court is expressly 
conferred on a co-operative land mortgage bank by a 
mortgage deed in favour of the bank, if any instalment 
under such mortgage is not paid in full on the date on 
which if falls due, the managing committee of the bank 
shall, in addition to any other remedy available to it, 
have the power, subject to the provisions of this Act 
and the rules, to bring the mortgaged property to sale 
without the intervention of the Court. 

102, The Registrar may, subject to the rules, 
appoint a Sale Officer for the purpose of conducting 
any sale under the provisions of this chapter 

103, A co-operative land mortgage bank in the 
exercise of the powers conferred by section 101, shall 
in the prescribed manner and in the form of a written 
demand for the payment of the amount due to the bank, 
issue a notice upon— 

<a? the mortgagor/ 

<b> any person who has any interest in or charge 
upon the right to redeem the said property 
and who has previously notified the bank in 
writing of such interest or charge,- 
(c) any surety for the payment of the mortgage 
debt or any part thereof, and 
<d) any creditor of the mortgagor who has in a 
suit for the administration of his estate obtained 
a decree for sale of the mortgaged property- 

104. Upon the expiry of three months from the 
■date of service of a notice under section 103 if the sum 
due under the mortgage has not been paid the bank may, 
after considering any obiection made within that period 
by person entitled to such notice apply to the Sale 
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•Officer appointed under section 102 to sell the mortgaged 
property or arty part thereof and such officer shall, in the 
prescribed manner, proceed to sell such property by 
public auction and report the result thereof to the bank. 

105. When property mortgaged to a co*operative 
land mortgage bank had been sold under the provisions 
of this chapter, the mortgagor or any person entitled to 
a notice under section 103 may within the prescribed 
period apply to the managing committee of the bank to 
have the sale set aside upon his depositing with the 
bank— 

<a) for payment to the bank, the amount specified 
m the proclamation of sale together with the 
subsequent interest and the costs, if any in* 
curred by the bank m bringing the property 
to sale/ and 

(b) for payment to the purchaser as compensation, 
a sum equal to five per centum of the purchase 
money. 

106. (1) After the expiry of the period prescribed for 
making an application to have the sale set aside, the 
bank shall, m the prescribed manner, submit to the Re- 
gistrai a report setting forth the proceedings of the Sale 
Officer, the result of the safe and details of any appli¬ 
cation made under section 103. 

<2> Upon receipt of such report the Registrar shall 

(a) if an application has been made under section 
105 and if the amounts specified in that section 
have been deposited by the applicant, make 
an order setting aside the sale and requiring 
the bank to pay to the purchaser the sum de¬ 
posited under clause (b) of section 105/ and 

(b) if no application has been made under section 
J05 Of an applicsuoa has been made bur tbc 

amount specified in that section has not been 
deposited by the applicant, or an application 
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has been disallowed by the bank, make an 
order confirming the sale- 
(3) Where an order confirming a sale is made 
under sub-section <2> the sale shall thereupon become 
absolute. 

i07. <1) The Registrar shatb m making a sale 
absolute by an order under section 106, direct that the 
sale^procecds shall be applied as follows:—^First, there 
shall be paid to the co«operative land mortgage bank, at 
the prescribed rate, all costs charges and expenses pro* 
pcrly incurred by the bank or the Sale Officei incidental 
to the sale or any attempted sale. 

Secondly, there shall be paid to the bank all interest 
due on account of the mortgage m consequence whereof 
the mortgaged property was sold. Thirdly, there shall be 
paid to the bank all sums due as principal on account of 
the mortgage, and Fourthly, the residue, if any, there* 
after remaining shall be paid to the mortgagor. 

(Z> All payments of such residue made m accor* 
dance with sub*section (1> shall be valid and effectual 
against any demand relating thereto made upon the bank 
by the moitgagor or by any other person 

108 (1) Where a sale of mortgaged property under 
this chapter has become absolute, the Registiar shall 
grant to the purchaser a certificate in the prescribed 
form specifying the property sold and the name of the 
person who, at the time of sale, is declared to be the 
purchaser and such certificate shall bear the date of the 
day on which the sale becomes absolute. 

<2> Notwithstanding anything contained in the 
Indian Registration Act, 1908 the Registrar shall send 
a copy of every certificate granted under sub-section (1) 
to the Registering officer appointed under that Act with-» 
in the local limits of whose tunsdiction the whole or any 
part of the immoveable property comprised in such certi* 
ficate is situated, and such registering officer shall enter 
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the contents of such copy m his register of non*testa= 
mentary cfocuments relating to immovable property. 

(3) The purchaser of any mortgaged property sold 
under this chapter shall supply to the Registrar notices 
in the prescribed form for service on the landlord's fee, if 
any, required under the Bengal Tenancy Act, 1885, and 
the Registrar shall thereupon, tn the prescribed manner, 
cause such notices to he served on, and such landlord's fee 
to be transmitted to, the landlord named in such notices. 

109. Where a certihcaie has been issued under 
section 108, the Court shad, on the application of the 
purchaser, order delivery of possession to be made to 
him in the prescribed manner. Explanation—In this 
section "Court" means the Civil Court which would 
have jurisdiction to entertain a suit to enforce the 
mortgage and within the limits of whose Jurisdiction the 
property sold is situated. 

110. It shall be competent to a co-operative land 
mortgage bank or central co-operative land mortgage 
bank to purchase the mortgaged property sold under 
this chapter, but the property so purchased shall be 
disposed of by such bank by sale within the period 
prescribed or, where a Trustee has been appointed, 
within such period as he may specify in accordance 
with the rules. 

111. Where a sale has been made in exercise of a 
power to sell under section 101 and has been confirmed 
under clause <b> of sub-section <2> of section 106, the 
title of the purchaser shall not be questioned in any 
Court by the mortgagor or his successor in interest. 

112. <1> In circumstances m which the power of 
sale under section 101 might be exercised, the Registrar 
may subject to the provisions of sub-section <2), and in 
accordance with the rulcs~ 

<a> on the application of a co-operative land 
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mortgage bank^ appoint a receiver of the 
produce and income of the mortgaged pro¬ 
perty : 

<b) on the application of the mortgagor for due 
cause shown, remove a receiver so appointed, 
and 

(c> fill up a vacancy in the office of receiver. 

<2) The Registrar shall not appoint a receiver 
where the mortgaged property is already in the posse¬ 
ssion of a receiver appointed by a Court. 

113. <1> A receiver appointed under section 112 
shall be entitled, in accordance with the rules, to receive 
such expenses of management and remuneration, if any, 
as may be determined by the Registrar in consultation 
with the co-operative land mortgage bank. 

<2> The provisions of suh-seciion <8) of sec. 69A 
of the Transfer oF Property Act, 1882, shall apply to a 
receiver appointed under section 112. 

114. Where any property mortgaged to a co-opera¬ 
tive land mortgage bank is wholly or partially destroyed 
or the security is rendered insufficient and the mortgagor, 
after reasonable opportunity given by the bank to 
provide such further security as wlH render the whole 
security sufficient to repay such portion of the loan as 
may be determined by the bank, has billed so to do, the 
whole of the loan shall be deemed to fall due at once 
and the bank shall, subject to the rules, be entitled to 
take action against the mortgagor for the recovery there¬ 
of under this chapter. 

Explanation—A security shall be deemed to be 
insufficient within the meaning of this section if the value 
of the mortgaged property does not exceed the amount 
for the time being due on the mortgage by such propor¬ 
tion as may be specified in the rules or by-laws- 
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115. < 1 > A Tnistee and, in the case of a member 
society, a central co=opcrative land mortgage bank may.- 
in accordance with the rules, direct a co=operati\ e land 
mortgage bank to take action against a defaulter under 
section 99, section 101 or section 114 and, if the bank 
neglects or fails to do so, may take such action. 

(2) Where such action is taken by a Trustee ora 
Central co=operati\ e land mortgage bank, the provisions 
of this Act and of any rules or by-laws shall apply- in 
respect thereto as if all references to the co-operathe 
land mortgage bank were references to the Trustee or 
the central co-operative land mortgage bank, as the case 
may be- 

M6. At any sale of mo\ cable or immoveable 
property held under the provisions of this chapter no 
officer of a co-operative land mortgage bank or central 
co-operative land mortgage bank (eveept on behalf of 
the bank of which he is an officer), and no Sale Officer 
or other person having any duty to perform m connec¬ 
tion with such sale, shall cither directly or indirectly bid 
for or acquire or attempt to acquire any interest in such 
property. 

117 Notwithstanding anything contained in Chapter 
XIV of the Bengal Tenancy Act, 1585, relating to the 
sale of tenures and holdings in execution of decrees for 
arrears of rent, no such sale held under the provisions of 
that chapter shall affect the title or interest of any 
co-operau\'e land mortgage bank which has, in respect 
of such tenure or holduig, a registered and notified 
encumbrance within the meaning of clause (b) of section 
161 of the said Act, unless a concise statement of the 
order of attachment and proclamation of sale has, in 
the prescribed manner and at the time of the issue of 
such proclamation, been sent by fiie Court by registered 
post to such co-operative land mortgage bank- 
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118. Notwithstanding anything contained in the 
Bengal Patni Taluks Regulation, 1819 <hefcinafter in this 
section referred to as the said Regulation)—- 

<1> When a mortgage is executed in favour of a 
co-operative land mortgage bank in respect of any Patni 
taluk to which the said Regulation applies or any tenure 
or holding comprised within such Patni taluk, the co¬ 
operative land mortgage bank shall— 

(a> in such manner as may be prescribed, notify 
the Eamindar of the execution of such 
mortgage, 

<fa) for the purpose of receiving notice of the sale 
of such Patni taluk or tenure as the case may 
be, pay to the Eamindar such fee in such 
manner as may be prescribed, and 
<c> on compliance with the provisions of sub¬ 
clauses <a> and <b>, be deemed to be a noticed 
mortgagee m respect of such Patni taluk or 
tenure/ 

(2) before the sale is held of any such Patni taluk 
or tenure under the said Regulation, the Eamindar 
shall by registered post, send a notice thereof to every 
co-operative land mortgage bank which is, in respect of 
Such Patni taluk or tenure, a notified mortgagee within 
the meaning of sub-clause <c) of clause <!),• and 

t3) any co-operative land mortgage bank which is a 
notified mortgagee within the meaning of sub-clause 
(c) of clause (1) shall be entitled to stay such sale by 
depositing with the Collector the balance of the arrears 
of rent due in respect of such Patni taluk or tenure. 

119, Notwithstanding anything contained in the 
Bengal Land-revenue Sales Act, 1859, or the Bengal 
Land-revenue Sales Act, 1868 (hereinafter in this 
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section referred to respectively as the said Act of 1859 
and the said Act of 1868)— 

(1) when a mortgage is executed in favour of a co» 
operative land mortgage bank in respect of any revenue- 
paying estate to which the said Act of 1859 applies or 
any tenure or holding comprised within such estate, or 
any revenue-paying tenure to which the said Act of 
1868 applies or any tenure or holding comprised within 
such tenure, the co-operative land mortgage bank 
shall— 

(a) in such manner as may be prescribed, notify 
the Collector of the execution of such 
mortgage, 

(b) for the purpose of receiving notice of the sale 
of such estate or tenure as the case may be, 
pay to the Collector such fee in such manner 
as may be prescribed, and 

(c) on compliance with the provisions of sub¬ 
clauses (a) and <b), be deemed to be a notified 
mortgagee in respect of such estate or tenure 
as the case may be; 

(2) before the sale IS held of any such estate under 
the said Act of 18W, or of any such tenure under the 
said Act of 1868, the Collector shall, by registered post, 
send a notice thereof to every co-operative land 
mortgage bank which is, in respect of such estate or 
tenure as the case may be, a notified mortgagee within 
the meaning of sub-clause (c) of clause U)/ and 

(3) any co-operadve land mortgage bank which is a 
notified mortgagee within the meaning of sub-clause 
(c) of clause (1) shall be entitled to stay such sale by 
depositing with the Collector the balance of the arrears 
of land-revenue due in respect of such estate or tenure 
as the case may be. 

120. (1) Hotmthstanding anything contained in the 
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Indian Registration Act, 1908, U shall not be necessary 
for a Trustee or for any officer of a co-operative land 
mortgage bank to appear in person or by agent at any 
registration office in any proceeding connected with the 
registration of any instrument executed by him in his 
official capacity or to sign as provided in section 58 of 
that Act. 

(2) Where any instrument is so executed, the 
registering officer to whom such instrument is presented 
for registration may, if he thinks fit, refer to the 
Trustee or to such officer for any information respecting 
the same and on being satisfied of the execution thereof 
shall register the instrument. 

121- Notwithstanding any assignment or transfer of 
any mortgage by a co-operative land mortgage bank to 
a central co-operative land mortgage bank— 

(a) all money due under (he mortgage shall, in the 
absence of any specific direction to the 
contrary issued by the Registrar or a Trustee 
in accordance with the rules and communica¬ 
ted to the mortgagor, be payable to the co¬ 
operative land mortgage bank and such 
payment shall be as valid as if the mortgage 
had not been so assigned or transferred,- and 

(b) the co-operative land mortgage bank shall, 
in the absence of any such direction communi¬ 
cated to It, be entitled to sue on the mortgage 
or take any other proceeding for the recovery 
of the moneys due under the mortgage. 

Ill (1) Where a mortgage executed in favour of a 
co-operative land mortgage bank, whether before or 
after the commencement of this Act, is called in ques¬ 
tion on the ground that it was executed by the manager 
of a joint Hindu family for a purpose not binding on 
the members thereof whether major or minor, the burden 
of proof shall, notwithstanding anything contained in any 
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Other law for the lime being in force, rest upon the party 
which calls such mortgage in question/ 

<2> For the purpose of this Section the following 
shall be regarded as purposes binding on members of a 
;oinf Hindu family^-— 

<a) the improvement of agricultural land or of the 
methods of cultivation, and 
<b) the purchase of land. 


CHAPTER XII 


Accesi to 

documents, 

etc. 


Power to 
enforce att¬ 
endance of 
witness and 
production 
of docu¬ 
ments. 


Power to 
direct con¬ 
ditional 
attachment. 


Enforcement of obligations and recovery of sums due 

123. The Registrar and, subject to any restrictions 
prescribed an audit officer, arbitrator or any person 
conducting an inspection or inquiry under Chapter VIII, 
shall at all reasonable umes have free access to the 
books, accounts, documents, securities, cash and other 
properties belonging to or in the custody of a co^opera* 
live society. 

124. The Registrar and, subject to any restrictions 
prescribed an audit officer, arbitrator or liquidator, or 
any person conducting an inspection or inquiry under 
Chapter Vill, shall, m so far as is necessary for carry* 
ing out of any of the purposes of this Act, have power 
to summon and enfoice the attendance of witnesses and 
parties concerned and to examine them upon oath and 
to compel the production of any books, accounts, docu* 
ments, securities, cash and other properties by the same 
means and, so far as may be, in the same manner as 
provided in the Code of Civil Procedure, 1908 

125. (1) Subject to the rules, the Registrar, if it 
appears to him that any person or co-operative society 
with intent to defeat or delay the execution of any order 
that may be passed under Chapters IX, X, XI or Xll 

(a) is about to dispose of the whole or any part of 


his or Its property/ or 
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(b) is about to remove the whole or any pan of 
his or its property from the local limits of the 
jurisdiction of the Registrar, 

•may, unless such security is furnished as he may re* 
•quire, direct the conditional attachment of the said pro* 
perty or such part thereof as he thinks fit 

<2) Such attachment shall have the same force and 
■effect as if it had been made hy a Civil Court and shall 
continue in force until withdrawn or cancelled by the 
Registrar. 

176. Notwithstanding anything contained in Chap* 
ter IX, the Registrar or such other person as may be 
prescribed may on his own motion or on the written 
requisition of a co-operative society or financing bank 
for the recovery of any loan due by a defaulting mem¬ 
ber, after due inquiry, make an award directing payment 
by such member of the amount found to be due. 

117. (1) Where, as the result of an audit under 
section 76 or an inspection under section 82 or section 
83, or an inquiry under section 84 or a report made in 
the course of the winding up of a co-operative society, 
it appears to the Registrar that any past or present 
officer, has at any time after the commencement of this 
Act and within a period of four years prior to the date, 
of such audit, inspection, inquiry or report, as the case 
may be— 

(a) intentionally made or authorised any payment 
which IS contrary to the provisions of this Act 
Of the rules or by-laws/ or 
(h) by reason of his culpable negligence in respect 
of any prescribed matter involved the society 
in any loss or deficiency ,• or 
(c) failed to bring into account any sum which 
ought to have been brought into account/ or 
(dl misappropriated or fraudulently retained any 
property of the society/ 
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Penalty (or 
ceruio mu* 
tlemea&ouis. 


the Registrar may inquire into the conduct of such 
officer. 

<2> Upon such inqiriry, after giving such officer an 
oppofttinity to he heard and, in the case of a pay*- 
ment made contrary to the provisions of this Act or the 
rules Of by*laws, after affording such officer an oppor*- 
tunity to recover the amount of such payment from the 
payee and credit it to the funds of the society, the 
Registrar may, subject to the rules, by an order in -writ¬ 
ing require such officer to pay such sum to the assets 
of the society by way of compensation in respect of 
such payment or loss or sum, or to restore such pro* 
petty as the Registrar thinhs fit# and to pay such sum as 
the Registrar may fix to meet the cost of the proceed* 
ings under this section. 

(3) This section shall apply notwithstanding that 
such officer may by his act of omission have incurred 
criminal liability under this Act or any other law for the 
time being in force. 

128. Where it appears to the Registrar that any 
person has contravened the provisions of this Act, the 
rules or by*laws— 

<a> by sitting or voting as a member of a manag* 
ing committee, or voting in the affairs of a 
co*operative society as a representative of 
another society which is a member of such 
society, or exercising the rights of a member 
of a co*operadve society, when such person 
was not entitled so to sit or vote or exercise 
such rights, as the case may be, or 
<b> fay employing a loan for a purpose different 
from that for which it was granted, 
ihe Registiai may, to the rules and after affardiag 

such person an opportunity to be heard, by an order in. 
writing direct him to pay to the assets of the society 
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by way of penalty such sum as the Registrar thinks fit 
in respect of every such contravention. 

119. Notwithstanding anything contained in this 
Act, where any co«operative society is required to take 
any action under this Act, the rules or the by-laws and 
such action is not taken— 

<a> within the time provided in this Act, the rules 
or the by«>Iaws/ or 

<b> where no time is so provided, within such 
time, having regard to the nature and extent 
of the action to be taken, as the Registrar may 
specify by a notice in writing, 
the Registrar may call upon any officer of the society 
whom, in accordance with such principles as may be 
prescribed, he considers to be responsible for the 
carrying out of his directions and, after giving such 
officer an opportunity to be heard, may require him to 
pay to the assets of the society such sum not exceeding 
twenty five rupees as the Registrar may think fit for each 
day until the Registrar’s directions are carried out. 

130. Any sum payable to the State Government 
Of to a Co«operative society or the authority constituted 
under section 81 in accordance with any order, decision 
or award under this Art shall be recoverable in this 
manner provided in the Third Schedule: 

Provided that, notwithstanding anything contained in 
the Code of Civil Procedure, 1908, or in any other law 
for the time being in force, any sum payable in accor.* 
dance with an award made under section 1Z6 in respect 
of default in the payment of a loan taken under section 
51 or of any instalment of such loan, shall be re^ 
coverabfe— 

<a) if the salary of the member exceeds thirty 
rupees per mensem, by the attachment of such 
salary to the extent of the instalment in 
respect of which default has been made or of 
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Acts of 
societies, 
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to be 

iovalidated 
by certain 
defects. 


half the difference between such salary and 
thirty nipees, whichever is less, and 
<b> if the salary of the member does not exceed 
thirty rupees per mensem, by the attachment 
of such salary to the extent of the instalment 
in respect of which default has been made or 
of one anna in every rupee of such salary, 
whichever is less- 

I3I. <I) No act of a co-operative society or 
manasing committee or of any officer or liquidator 
done in good faith in pursuance of the business of the 
society shall be deemed to be invalid by reason only of 
some defect subsequently discovered in the organisation 
of the society or in the constitution of the managing 
committee or in the appointment or election of the 
officer or liquidator or on the ground that such officer 
or liquidator was disqualified for his appointment. 

<2> No act done In good faith by any person 
appointed under this Act shall be invalid merely by 
reason of the fact that bis appointment has been 
cancelled by or In consequence of any order subse* 
quently passed under this Act. 

<3> The Registrar shall decide whether any act was 
done in good faith in pursuance of the business of a 
society. 


CHAPTER XIII 

Jurisdiction, Appeal and Revision 
132. No suit, prosecution or legal proceedings what-» 
Indemnity. ggainst the Registrar or any person sub<» 

ordinate to him or acting on his authority or against a 
Trustee in respect of anything in good faith done of 
purporting to be done under this Act. 
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133. (1) Save as provided in this Act, no Civil or 
^Revenue Court shall have any jurisdiction in res= 
pect of^ 

(a) the registration o! a ca=operative society or 
its by-laws or of any amendment of its by¬ 
laws f or 

(b) the dissolution of a managing committee and 
the management of the society on dissolution 
thereofy or 

(c) any dispute required under section 86 to be 
referred to the Registrar / or 

(d) any matter concerned with the winding up and 
dissolution of a co-operative society- 

(2) While a co-operative society is being wound up 
no suit or other legal proceedings relating to the business 
of such society shad be proceeded with or instituted 
against the liquidator as such or against the society or 
any member thereof except by leave of the Registrar 
and subject to such terms as he may impose- 

(3) Save as provided in this Act, no order/ decision 
or award under this Act shall be liable to be challenged, 
set aside, modified, revised or declared void in any court 
•on any ground whatsoever except want of jurisdiction. 

134 (1) An appeal shall he from an order shown in 
column 2 of the Fourth Schedule to the authority shown 
m column 3 and within the period shown in column 4 
thereof. 

(2) Save as provided in this Act, no appeal shall 
he against any order, decision or award passed m accor¬ 
dance with this Act, and every such order, decision or 
award shall be final. 

135 (1) The State Government may call for and 
examine the record of any inquiry or inspection held or 
made under ibis Act or the proceedings of the Registrar 
•or any person subordinate to him or acting on his authori¬ 
ty, and may pass thereon such ordei as it thinks fit- 
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(2) The Registiar may at any time— 

(a) revise any order passed by himselfor 

(b) call for and examine the record of any inquiry 
or inspection held or made under this Act or 
the proceedings of any person subordinate to 
him or acting on his authority, and if it appears 
to him that any decision, order or award or 
any proceedings so called for should for any 
reason be modified, annulled or reversed, may 
pass such orders thereon as he thinks fit : 

Provided that, before any order is made under clause 
(a) or clause (b) the Registrar shall afford to any 
person, likely to be affected adversely by such order, an 
opportunity of being heard 

CHAPTER XIV 

Offences, Penalties and Procedure 

136. Any person mentioned in column 3 of the 
Fourth Schedule who Is guilty of an offence shown in 
column 2 thereof shall, notwithstanding anything con¬ 
tained in this Act or any other law for the time being 
in force, be liable on conviction to the penalty shown 
In column 4 thereof 

137. (1) No court inferior to that a Presidency 
Magistrate or a Magistrate of the first class shall try 
any offence under this Act- 

(2) For the purposes of the Code of Criminal 
Procedure, 1898, every offence under this Act shall be 
deemed to be noo-cognizable. 

(3) No prosecudon shall be instituted under this 
Act without the previous sanction of Registrar. 
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138. Any register of members or shares kept by a 
co-operative society in the prescribed manner shall be 
prima facie evidence of any of the following particulars 
entered therein 

(a) the date on which the name of any person 
was entered in surd) register or list as a 
member / and 

fb) the date on which any such person ceased to 
be a member. 

139. (It A copy of any entry in a book of a co¬ 
operative society/ regularly kept in the course of 
business and in the prescribed manner, shall, if certified 
in the prescribed manner, be received in any suit or 
legal proceedings as prima facie evidence of the exis* 
tance of such entry, and shall be admitted as evidence 
of the matters, transactions and accounts therein recor¬ 
ded in every case where, and to the same extent as, the 
original entry itself is admissible 

(2) No officer or In^uidator of a co-operative society 
and no officer in whose office the books of a co-opera¬ 
tive society are deposited after the society has been 
wound up shall, in any legal proceedings to which the 
society or the liquidator is not a party, be compelled to 
produce any of the society's books the contents of which 
can be proved under sub-section (1), or to appear as a 
Witness to prove the matters, transactions and accounts 
therein recorded, unless specially so directed by an 
order of the Court or the arbitrator. 

CHAPTER XV 
Hules 

140. (1) The State Government may, for the whole 
or any part of Bengal, and for any co-operative society 
or class of co-operative societies, after previous publica¬ 
tion, make rules to carry out the purposes of this Act. 
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(xxi) the accounts, books and registers to be kept 
and the returns to be submitted by a co¬ 
operative society the form in which and the 
persons by whom such accounts, books and 
registers shall be kept and such returns sub¬ 
mitted, the method in which such accounts 
books and registers shall be kept in custody 
and destroyed and the charges which may be 
assessed and levied for the preparation of any 
return not submitted in accordance with the 
rules,- 

(xxu) the documents to be kept open to inspection 
by a co-operative society under section 30, 
•(xxiu) the manner in which the balance sheet shall be 
published under section 31/ 

(xxiv) the conditions and terms under which, the 
manner in which and the extent to which funds 
may be raised by a co-operative society by 
means of shares, deposits debentures or other¬ 
wise, and the manner in which provision shall 
be made for the maintenance of fluid resource/ 
(xxv) the procedure and conditions for the issue, 
redemption, re-issue, transfer, replacement or 
conversion of debentures, issued by a co¬ 
operative society/ 

fxxvi) the maximum amount of principal, the rate of 
interest and other conditions for the guarantee 
of debentures undet section 33, 

<xxvii) the procedure and conditions for varying an 
instrument of trust between the Trustee and a 
co-operative society, 

(xxviii) the procedure whereby, and the conditions 
under which, guarantees or financial assistance 
may be given under section 33 or section 38/ 
(xxix) the payments to be made and the conditions 
to be complied with by members applying for 
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loat7s from a co-operative society, the period 
foi 'X’hich loans may be made and the amount 
which may be lent to an individual member, 
(xxx) the conditions in which and the extent to 
which loans may be made in relaxation of the 
provisions of sub-section (1) of section 39 and 
the determination by a societv of the maxima 
and normal credits of its members, 

(xxxi) the manner in which co-operative societies 
may be given an opportunity of being beard 
under sub-section (2) of section 39, 

(xxxii) the prohibitions and restrictions subject to which 
co-operative societies may transact business 
with persons who are not members, 

'xxxiio the piocedure and conditions for change of 
the form of liability of a co-operative society 
under section 43, 

(xxxiv) in any case a notice or process is issued under 
this Act 01 the rules— 

(a) the form of the notice oi process, 

(b) the period of notice to be given, 

(c) the persons on oi against whom the 
notice or process shall be issued, and 

(d) the conditions to be fulfilled in order to 
establish proof of the service of such 
notice or process,- 

(xxxv) the form of the written statement of claim 
required by section 44, 

(xxxvi) the form of application under, the form of map 
and statement and the manner of their publica- 
rion required by, and the manner of levying 
water rate and embanlcment protection rate 
provided in, sections 48 and 49, 

(xxxvii) the conditions in which any charge in favoui 
of a co-operative sorieiy shall be satisfied and 
the extent to which and die order in which 


37 
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the property subject to the charge shall be 
used In its satisfaction/ 

(xxxviii) the form of and procedure for an application 
under section 54 and the procedure for calling, 
holding and conducting a meeting under that 
section,- 

<xxxlx) the manner in which a co-operative society 
may invest or deposit its funds undei 
section 55/ 

<xl> the proportion which shall be annually carried 
under section 56 to the reserve fund from the 
net profits of a co-operative society, the extent 
to which a society may use its reserve fund in 
its business and the method in which the 
reserve fund shall be invested, 

<xli> the conditions in which, and the extent to 
which, the profits of a co-operative society 
may be distributed among its members under 
section 57, 

<xiu) the Co-operative purposes for which a co¬ 
operative society shall under section 58 con¬ 
tribute a percentage of its net profits, the 
extent of the contribution which may be made 
under clause <b) of that section and the 
manner of making such contributions,- 
<xliu> the amount or proportion of contribution 
which a co-operative society may make to a 
provident fund under section 59/ 

<xliv> the conditions in which a member of a co¬ 
operative society shall be disqualified from 
voting under sub-section <2> of section 60/ 

<xlv> the conditions to be complied with by a 
person applying for admission or admitted as 
a member of a co-operative society, the 
procedure for the admission, expulsion and 
resignation of members and the conditions for 
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the exercise by members of the rights of 
membership/ 

<xlvi> the manner of recalliny a loan under 
section 63/ 

<xlvii) the maximum portion of the share capital of a 
co-operative society which may he held by a 
member under section 67/ 

<xlvii») the conditions for the maximum bolding of a 
member under section 68. 

<xlix> the procedure and conditions for, and the 
method of, nomination by a member of a 
transferee under section 69, 

<1> the proceduie and conditions for the substitu¬ 
tion by a society under sub-section (1) of 
section 70 of another person for the nominee 
of a deceased member and for the decision by 
the society to proceed under sub-seciion (2) 
of chat section, and the procedure for calculat¬ 
ing the value of the share or interest of a 
member of the sums due to him for the 
purpose of sections 70 to 74 inclusive 
<li) the manner of determining the value of land 
for the purposes of clause (3> of section 72, 
( 111 ) the circumstances and manner in which a 
member may resign or be expelled from a co¬ 
operative society, 

(lih) the procedure by which a co-operative society 
shall calculate and write bad debt, 

(Iiv) the date by which the annual audit shall be 
made and an audit report submitted, the pro¬ 
cedure of an audit officer conducting an audit, 
the matters on which he shall submit a report, 
' the form in which the statement of accounts 
shall be prepared for his audit, the limits with¬ 
in which he may examine the monetary trans¬ 
actions of the society, the form of his audit 
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report and statement of accounts audited and 
the charges, if any, to be paid by a co-opcra» 
tive society for audit / 

<Iv) the manner ili which appointments shall be 
made and control exercised by, and the num* 
bei of persons comprising, and other functions 
to be performed by the authority constituted 
under section 81, the manner of election and 
nomination of such persons, the fee to be paid 
to such authority and the manner of such 
payment, 

<ivi) the conditions to be fulfilled and the qualifica¬ 
tions to be possessed by a member of the paid 
staff of a financing hank certified by the 
Registrar under sub*secfion (2> of section 82, 
(ivii) the qualifications of and method of appointing 
an arbitrator, the procedure to be followed in 
proceedings under Chapter IX and the method 
of calculating charges incidental to such pro' 
ceedings and of enforcing decision therein , 
(Iviii) the cases in which and the conditions undei 
which it shall be obligatory upon the Registrai 
to order the winding up of a co-operative 
society, 

(lix) the procedure for the appointment and remo¬ 
val of, and for the payment of a remuneration 
to, a liquidator, the condition of such appoint¬ 
ment, the conditions in which the Registrar 
shall exercise control of a liquidator and direct 
him to exercise his powers under section 91, 
and the procedure to be followed in proceed* 
mgs under Chapter X/ 

(lx) the manner in which the surplus assets of a 
society which has been wound up shall be 
disposed of and its records shall be deposited, 
(Ixi) the manocr of effecting distraint and the pro- 
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cedure for the custody, preservation and sale 
of the property distrained (including such as is 
perishable) the investigation of claims of per-> 
sons other than the defaulter to any right or 
interest in the distrained property and the post= 
ponement of sale pending such investigation, 
(Ixii) the qualifications and method of appointment 
of a Sale Officer under section 102 and the 
powers and functions which such a Sale 
Officer may exercise, 

(Ixm) in the case of a sale of immoveable property 
under Chapter XI-^ 

(a) the procedure for proclamation and 
conduct of the sale and the conditions 
in which an attempted sale may be 
abandoned, 

(b) the method of calculating the expenses 
incidental to the sale or auempted sale, 

(c) the procedure for the receipt, deposit 
and disposal of the proceeds of sale, 

(d) the pfocedtire for a resale if an attemp¬ 
ted safe IS abandoned or the purchase 
money is not deposited within the pres¬ 
cribed time, and ihcpenatty to be levied 
against a purchaser who fails so to 
deposit the purchase money, 

\e) the period within which an application 
to set aside a sale under section 105 
shall be made, 

(f) the procedure for ibe payment to the 
purchaser of the purchase money and 
compensation deposited under section 

105, 

(,g) the foim and method of submission 
of a report by a co»opt*rative land 
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mortgage bank under sub^section (1) of 
section 106/ 

(fi> the form of sale certificate under section 
105 the form of the notices to be sup¬ 
plied under sub^section (3) of that sec-* 
tioo, the fee payable, for the service 
of such notices, and the manner of 
serving such notices on, and of trans= 
mitting landlord's fee to, the landlord 
named in such notices, and 
(i) the procedure for the delivery by the 
court of the property purchased to the 
purchaser under section 10-', 

(Ixiv) the time within which and the procedure 
according to which property purchased by a 
co-operative land mortgage bank at a sale of 
immoveable property under Chapter XI shall 
be disposed of by the bank, 

(Ixv) in respect of a receiver appointed under sec¬ 
tion UZ, the conditjons tn which he may be 
appointed or removed, the powers and func¬ 
tions which he may exercise and his procedure 
in the exercise thereof and the expenses of 
management and the remuneration which he 
may leceive, 

(Ixvi) the circumstances in which action may be 
taken by the bank against the mortgagor under 
section 114 and the proportion referred to in 
the explanation to that section/ 

(Ixvii) the procedure and conditions for the exercise 
of the powers conferred by section 115, and for 
the imposition of restrictions by the Trustee 
or the Registrar upon a co-operative land 
mortgage bank under section 121/ 

(Ixviit) the fee payable under sections 118 and 119 , 
(Ixix) the procedure and conditions for the exercise 
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of the powers conferre<f hy sections 123 and 
124, 

{kx) the procedure for the conditional attachment 
of property under section 125 / 

(kxi) the persons who may make awards under 
section 126, 

(I'cxii) the procedure and principles for the conduct 
of an inquiry under section 127 and the matters 
referred to in clause (b) of sub^section (U 
thereof , 

(Ixxiii) the exercise of the powers conferred by 
section 128, 

(hxivl the procedure and principles for the exercise 
of the powers conferred by section 129 , 

(kxv) m the case of appeals lying to the State 
Government, the authority to which the power 
of hearing appeals may be delegated , 

(Uxvi) the method of certification of any document 
under section 139, the procedure and condi* 
lions for obtaining copies of documents and 
the charges to be levied for the supply of 
certified or uncerufied copies , 

(Ixxvii) the procedure and condittons for inspecting 
documents m ihe office of the Registrar and 
the charges, if any. to be levied for such 
inspection , 

{Ix-cviii) the procedure for and method of calculating 
any costs, charges or expenses required to be 
levied under this Act or the rules , 

(ixxix) the procedure for and method of recovery of 
any sums due under this Act or the rules , 
(Ixxx) the method of communicating or publishing 
any order, decision or award required to be 
communicated or published under this Act or 
the rules. 

(3) In making any rule under this Act the State 
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Government may direct that any person committing a 
breach ihereoF shall on conviction by a court be punish* 
able with fine which may extend to fifty rupees and, 
where the breach is a continuing one, with further fine 
which may extend to ten rupees for every day after the 
first during which the breach continues subsequent to 
such conviction. 
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BIHAR AND ORISSA ACT VI OF I93S. 

( THE BIHAR AND ORISSA CO-OPERATIVE 
SOCIETIES ACT, 1935 ) 

(as modified up to the 26th April, I9S7 ) 

Aa Act to coQsolidate and amend the Uvv relating to Co 
operative SoueUes in the Slates of Bihar and Orissa 

Preamble—Whereas it is expedient to facilitate the 
formation, working and consolidation of co»operativc 
societies for the promotion of thrift, selhhelp and mutual 
aid among agriculturists and other persons with common 
needs and for that purpose to consolidate and amend the 
law relating to co-operative societies m the States of 
Bihar and Orissa 

And whereas the previous sanction of the Governor- 
General under sub-section <3) of section 80A of the 
Government of India Act has been obtained to the 
passing of this Act 

It IS hereby enacted as follows — 

CHAPTBR I 
Preliminary 

I. Short title and extent’—<1> This Act may be 
called the Bihar and Orissa Co-operative Societies Act, 
1935 

(2) It extends to the whole of the States of Bihar 
including the Santal Parganas 

2 Definitions • —In this Act, unless there is anything 
repugnant in the subiect or context - 

(a) "by laws" means the registered. by.»Iaws for 
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tfie time being in force, and includes a regis» 
tered amendment of the by-laws / 

(b) "Co-operative Federation" means a regis* 
tered society tbemain object of which is to 
co-ordinate and fadlitate the activities of 
other registered societies and to foster the 
growth of the co*operalive movement 
<c) "financing bank” means a registered society 
the mam object of which is to make advances 
in cash or kind to other registered societies 
or to agriculturists who are not memhers of 
registered societies or to both such societies 
and agricultunsis, 

(d) "liquidator" means a person or persons 
appointed by the Registrar under sub< 
section <l) of section 44 to wind up the 
alTairs of a registered society / 

<e> "managing committee" means the committee 
of management or other body to whom the 
management of the affairs of a registered 
society is entrusted / 

(f) "member" includes a person joining in the 
application for the registration of a society 
and a person admitted to membership after 
registration in accordance with the rules and 
ihe by-laws of such society/ 

(g) "officer" includes a chairman, secretary, trea^ 
surer, member of a managing committee or any 
other person empowered by or under this Act/ 
or the rules or the by-laws of a registered 
society to give directions in regard to the 
business of the society / 

<h> "registered society" means a society regis^ 
tered or deemed to be registered under this 
Act, 

<i> "Registrar" means a person appointed toper* 
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form the duties of a Registrar of Co-operative 
Societies under this Act, and 
<)> "rules'' means rules made under this Act. 

3. Indian Companies Act, 1913, not to apply—The 
provisions of the Indian Companies Act, 1913 shall nor 
apply to registered societies. 

4. Saving of existing societies ; —<1) Every society 
now existing which has been registered under the Co* 
operative Credit Societies Act, 1904 (10 of 1904>, or 
under the Co-operative Societies Act, 191Z (Z of I9IZ) 
shall be deemed to be registered under this Acr and its 
by-laws shall, so far as they are not inconsistent with 
the express provisions of this act, continue in force until 
altered or rescinded. 

(2) All appointments, rules and orders made, notifu 
cations and notices issued, all transaetjons entered into, 
suits and other proceedings instituted under the said 
Acts, shall be deemed, so far as may be, to have been 
respectively made, issued, entered into and instituted, 
under this Act. 

5. Construction of references to Co-operative 
Societies Act, 1912 m enactments .-All references to 
the Co-operative Societies Act, 1912 occurring in any 
enactment made by any authority in India and for the 
time being in force m the State of Bihar shall, m the 
application of any such enactment to the said State be 
constructed as references to this Act 

CHAPTER II 
Restsiration of Societies 

6. The Registrar—(1> The State Government may 
appoint a person to be Registrar of Co-operative Socie¬ 
ties for the State or any portion of it, and may appoint 
persons to assist such Registrar 
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(2) The State Government may, by general or 
special order published in the Official Gazette confer,— 
(a> on any person appointed under sub-section 
<1), to assist the Registrar, all or any of the 
powers of the Registrai under this Act except 
the powers under secnon 26, and 
lb) on any Co-operative Federation or financing 
bank, all or any of the powers of the Registrar 
under section 20, sub-section <3> of section 2d 
and section 33- 

7. Societies which may be registered—<1> Subject 
to the provisions of this Act, a society which has as its 
object the promotion of the common interest of its 
members in accordance with co-operative principles, or 
a society established with the object of facilitating the 
operations of such a society, may be registered under 
this Act with or without limited habtht)' 

Provided that, unless the State Government by 
general or special order otherwise directs,— 

<a) the liability of a society of which a member is 
a registered society shall be limited / and 
(b) the liability of a society of which the primary 
object IS the creation of funds to be lent to 
Its members, and of which the majority of the 
members arc agricultunsts, and of which no 
member is a registered society, shall be un» 
limited 

(2) Where the liability of a society is limited, the 
liability of each membei, past member, or the estate of a 
deceased membei shall on liquidation, be limited to (he 
amount, if any, unpaid on the shares held by such 
member, or where the liability is limited by guarantee, 
to ibe amount of such guarairtee, or where it is limited 
m any other manner, then as may be determined by the 
rules or by-lavts subject, however, to the provisions of 
section 32. 
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(3; Where the liability ofa society is unlimited, all 
members, past members and the estates of deceased 
members shall, on liquidation, be jointly and severally 
liable for and in respect of all its obligations, subject, 
however, to the provisions of section 32- 

8. Conditions of registration—fl) No society, othei 
than a society of which a member is a registered society, 
shall be registered under this Act which does not consist 
of at least ten pei sons above the age of eighteen years 
and, where the primary object of the society is the 
cieation of funds to be lent to its members, unless such 
persons— 

(a) reside in the same town oi village oi in the 
same group of villages, or 

(b) save where the Rcglstrai otherwise diiccts, 
are members of the same tribe, class oi 
occupation 

(2) The word "limited" shall be the last word in 
the name of every society with limited liability legistered 
under this Act- 

9. Application for rcgistiation—(l> An application 
for the registration of a society shall be made to the 
Registrai and shall be accompanied by a copy of the 
proposed by=laws of the society, and the persons by 
whom or on whose behalf such application is made shall 
furnish such information in regard to the society as the 
Rcgistiar may require 

(2) The application shall be signed— 

(a) if none of the applicants is a registered 
society, by at least ten peisons qualified m 
accordance with the requirements of sub» 
section (1) of section 8y and 

(b) if any of the applicants is a registered society, 
by a duly authonsed person on behalf of every 
such registered society, and where all the 
members of the society are not registered 
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societies, by ten other members or, where there 
are less than ten other members, by all of them. 

10. Power of Registrar to decide certain questions— 
When any question arises whether for the purposes of 
this Act a person is an agriculturist or a non^gricul- 
turist, or whether any person is a resident in a 
particular town or village or group of villages, or 
whether two or more villages shall be considered to form 
a group, or whether any person belongs to any particular 
tribe, class or occupation, the question shall be decided 
by the Registrar, whose decision shall be final. 

11. Registration—(1) If the Registrar is satisfied that 
a society has complied with the provisions of this Act 
and the rules and that its proposed by-laws are not 
contrary to this Act or to the rules, he may, if he thinks 
fit, register the society and its by-laws. 

(2) If the Registrar refuses to register a society, he 
shall record his reasons for such refusal. 

(3) An appeal shall lie to the State Government 
from an order of the Registrar refusing to register a 
society, within two months from the date of the receipt 
of the order by at least one of the applicants. 

12. Evidence of registration:—A certificate of 
I egistration signed by the Registrar shall be conclusive 
evidence that the society therein mentioned is duly 
registered unless it is proved that the registration of the 
society has been cancelled 

CHAPTER in 

Incorporation, Dirties and Privileges of 
Registered Societies 

13. Societies to be bodies corporate—The Registrar 
tion of a society shall render it a body corporate by the 
name under which it is registered, with perpetual suc= 
cession and a common seal, and with power to acquire 
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and hold property, to enter into contracts, to institute 
and defend suits and other lesfal proceedings and to do 
all things necessary for the purposes for which it is 
constituted 

14 Registered societies to have a managing com^ 
miltee, etc— 

(1) Every registered society shall have an address, 
registeied in accordance with the rules, to which all 
notices and communications may be sent, and shall send 
notice, in writing, to the Registiar and to the financing 
bank, if any, of which it is a share-holder and to the 
Co-Operative Federation, if any, of which it is a mem¬ 
ber, of any change in the said address within fifteen days 
of such change. 

(2) The management of a registered society shall 
be vested m a managing committee constituted m accor¬ 
dance with the rules 

(3) Every registered society shall keep open to 
inspection free of charge at all reasonable times at its 
registered address- 

la) a copy of this Act 

(b) a copy of the rules governing such society 

(c) a copy of the by-laws of such society, and 

(d) a registei of its members. 

15. Restrictions on borrowing—A registered society 
shall receive deposits and loans from members and non- 
members only to such extent and under such conditions 
as may be prescribed by the rules or by-laws. 

16- Restrictions on lending—(J) Except with the 
genera! or special sanction of the Registrar and sub/ect 
to such restrictions as he may impose, a registered so¬ 
ciety shall not— 

(a) make a loan to any person other than a mem¬ 
ber, or 

(b) lend money on the security of moveable 
property 
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(2) The State Government mav, by gfcneral or 
special order, prohibit oi restrict the /ending of money 
on mortgage of ImmoveaMe property by any registered 
society or class of registered societies- 

(3) Where the Registrai has accorded sanction to a 
financing banit under the piovisions of sub section (I) a 
legistcred society which Isa member of such financing 
bank may, subject to the terms of the sanction and sucfi 
other terms and conditions as may be prescribed by the 
Registrar, act as agent for the financing bank and as such 
agent carry out, without any commission, all or any 
tranasactions connected with loans or advances made 
or to be made by the financing bank 

17. Restrictions on other transactions 't'ith non' 
membere—The iransaciions o5 a legistcrcd society with 
persons other than members shall be sub/ect to such 
further prohibitions and restrictions, if any, as the State 
Government may by rules ptescribi- 

18. Reserve fund—(1) At least thirty-five per cent 
of the net profits of a registered society shall es^h year 
be carried to a reserve fund, provided that the State 
Government may by rule increase or decrease this 
proportion for any society or class of societies- 

(2) The reseive fund shall not be used in the busi¬ 
ness of the society except to such extent and in such 
manner as may be prescribed by the rules 

(3) Any portion of the reserve fund not used in the 
business of the sodety shall be invested or deposited in 
one or more of the ways specified m section 19 subject 
to such rules as the State Government may make in 
this behalf 

19. Investment of funds—Subject to the provisions 
of sub'section (2) of section 16 a registered society may 
invest or deposit us funds— 

(a) m a Government Savings Bank, or 
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(b) in any of the securities specified in section 20 
of the Indian Trusts Act, J8S2 (2 of 1652); or 

(c) vith the general or special sanction of the 
Registrar and on such conditions as he may 
impose— 

(i) in the shares or on the security of any 
other registered society,- or 
Oi) with any bank or person carrying on 
the business of banking approved for 
this purpose by the Registrar, 

(d) in any other mode permitted by the rules. 

20. Contribution to charitable purpose—Any rcgis^ 
tered society may, after the amount required by sub^ 
section <1> of section 15 or by any rule has been carried 
to the reserve fund, contribute an amount not exceeding 
ten per cent of the net profits to any charitable purpose, 
as defined in section 2 of the Chantable Endotrments 
Act, 1890. 

Provided that the Registrar may, by general or 
special order prohibit any society or class of societies 
from making any contribution under this section. 

21. Restrictions on division of funds—No part of 
the funds of a registered society shall be divided by way 
of bonus or dividend or otherwise among its members,- 

Provided that after the amount required by sub¬ 
section (1) of section 15 or by any rule has been carried 
lo the reserve fund, the balance of the net profits. If any, 
together with any available profits of past years, may be 
distributed as dividend among members or paid as bonus 
or remuneration to a member for any specific service 
rendered to the society or used for the common benefit 
of members to such extent and under such conditions as 
may be prescribed by the rules or by-laws. 

22. Charge and set-off in respect of shares or 
interest of members—A registered society shall have a 
-charge upon the share or interest in the capital and on 

38 
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the deposits or contribution of a member, past member 
or deceased member and upon any amount payable out 
of profits to a member or past member or to the estate of 
a deceased member In respect of any debt due from such 
member, past member or the estate of such deceased 
member to the society, and may set off any sum credited 
or payable to a member, past member or the estate oF 
a deceased member in or towards payment of any such 
debt. 

23. Prior claim of society—Subject to any claim 
of the Government in respect of land revenue or any 
money recoverable as land revenue or as a public 
demand or any claim of a landlord m respect of rent or 
any money recoverable as rent, any debt or outstanding 
detnand due to a registered society from any member, 
past member, or the estate of a deceased member, shall 
be a first charge— 

(a) if the demand Is due in respect of the supply of/- 
or any loan granted for the purchase of, seed 
or manure—upon the crops or other agricul* 
tural produce of such member, or past member 
Of belonging to the estate of such deceased 
member, at any time within two years from, 
the date on which the last instalment of 
such supply or loan shall become repayable / 
(b) if the demand is due in respect of the supply 
of, or of any loan granted for the purchase of, 
cattle, fodder for cattle, agricultural or indus*^ 
trial implements ormachinery or raw materials 
for manufacture—upon any cattle or things 
so supplied, or purchased, the whole or in part 
from any such loan or upon any articles 
manufactured from raw materials so supplied 
or purchased 

23A. Application of section 23 to non=members— 
Any debt or outstanding demand due to a registered 
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societi^, authorised under clause (a) of sub^section (1) 
of section 16, from any non-member or the estate of 
a deceased non»member, shall be a first charge on the 
propert)' of the non-member or belonging to the estate 
of the deceased non^member to the same extent and 
subject to the same claims, conditions and restrictions 
as a debt or outstanding demand due to a registered 
society from any member or the estate of a deceased 
member is, under section 23, a first charge on the 
property of the member or belonging to the estate of the 
deceased member 

14. Transfer of interest on death of member—(IJ A 
registered society may, on the death of a member, 
transfer his share or intetest in the capital of the 
society to the person nominated tn accordance with the 
rules or, if there is no person so nominated, to such 
person as may appear to the society or managing 
committee to be the heir or legal representative of the 
deceased member, or may pay to such nominee, heir or 
legal representative, as the case may be, a sum re» 
presenting the value of such member's share or interest, 
as ascertained in accordance with the rules or by-laws t 
Provided that— 

<i> in the case of a society with unlimited liability, 
such nominee, heir or legal representative, as 
the case may be, may require payment by the 
society of the value of the share or interest 
of the deceased member ascertained as afore¬ 
said, after deducting the amount of any charge 
existing under section 22 

(ii) in the case of a society with limited liability 
the society shall transfer, subject to any 
charge existing under section 22, the share or 
interest of the deceased member to such 
nominee, heir or legal representative, as the 
case may be, being qualified in accordance 
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with the rules and by-laws for membership of 
the society or on his application within three 
months of the death of the deceased member, 
to any person specified in the application who 
is so qualified. 

Provided further that no payment of a sum in excess 
■of rupees one hundred shall be made to any such heir or 
legal representative who has not been nominated in acc* 
ordance with the rules, until the expiry of six months 
from the date of the death of the member or until after 
the decision under section 48 of any claim which may, 
within that period, be made by any other person. 

(2) Subject as aforesaid, a registered society may 
pay all other money due to a deceased member from the 
society to such nominee, heir or legal representative, as 
the case may be. 

(3) All transfers and payments made by a registered 
society in accordance wuh the provisions of this section 
shall be valid and effectual against any demand made 
upon the society by any other person- 

24-A. Power of Registrar to sanction compromise 
between a registered society and its creditors—Nowith* 
standing anything contained in this Act, wheie a com* 
promise or arrangement is proposed between a registered 
society and its creditors or any class of them, the Regis* 
trar may, on the application in a summary way of the 
society or of any creditor, or, in the case of a society m 
respect of which an order of winding up has been passed, 
of the liquidator, order a meeting of the creditors or 
class of creditors, as the case may be, to be called, held 
and conducted in such manner as may be prescribed by 
rules 

(2) If a majority in number representing three.^fourths 
in value of the creditors, or class of creditors, as the 
case may be, present either In person or by proxy at the 
meeting agree to any compromise or arrangement, the 
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compromise shall, if sanctioned by an order of the Re* 
gistrar, be binding on all the creditors or the class of 
creditors, as the case may be, and also on the society, 
or in the case of a society in respect of which an order 
of winding up has been passed, on the liquidator and on 
all persons who have been, or may be required by the 
liquidator acting under clause (c) of subsection (3) of 
section 44 to contribute to the assets of the society. 

(3) If at any time it appears to the Registrar that 
it is expedient that any compromise or arrangement be* 
tween a registered society and its creditors or any class 
of them, which had become final in accordance with the 
law in force on the date of the commencement of the 
Bihar Co*operative Societies (Amendment) Act, 194Z 
or which was, after the date, sanctioned by the Regis* 
trar under sub*seciion (2) of this section, should, in the 
interest of the society or of its creditors or of the said 
class of creditors, be revised or replaced by a fresh 
compromise or arrangement, he may either of his own 
motion, or on the application of the society, or of any 
creditor, order a meeting of the creditors or class of 
creditors, as the case may be, to be called, held and con* 
ducted in such manner as may be prescribed by the rules, 
and if a majority in number representing {hree*fourths 
in value of the creditors, or class of creditors, as the 
case may be, present dther in person or by proxy at the 
meeting, agree to the revision of the previous compro* 
mise or arrangement, or to any fresh compromise or 
arrangement, the Regfsfrar may sanction such revised 
compromise ot arrangement or such fresh compromise 
or arrangement. 

(4) Any revised compromise or arrangement or 
fresh compromise or arrangement sanctioned under sub* 
section <3> may be revised or replaced by a fresh com* 
promise or arrangement in the like manner and subject 
to the like conditions as a compromise or arrangement 
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may be revised or replaced by a fresh compromise or 
arrangement under sub=seci5on <3>. 

(5) Any revised compromise or arrangement or 
fresh compromise or arrangement sanctioned by ifie 
Registrar under sub^section <3) or sub-section (4> shall 
be binding on all the creditors or the class of creditors, 
as the case may be, and also on the society. 

(6) A compromise or arrangement under suh*section 
<2> or a revised compromise or arrangement or a fresh 
compromise or arrangement under sub=section (3) or 
sub*section (4) shall not be liable to be challenged, set 
aside, modified, revised or declared void in any Court, 
upon merits or upon any ground whatsoever except 
■want of Jurisdiction. 

<7> The order of the Registrar calling a meeting of 
creditors or class of creditors, as the case may be, under 
syb-secticn (1) or sub»section (3) and the order of the 
Registrar sanctioning a compromise or arrangement 
under sub-section (2) or a revised compromise or 
arrangement or a fresh compromise or arrangement 
under sub-section (3) or sub-section (4) shall be 
published in the Official Gazette. 

15 Amendment of the by-laws of a registered 
society—(1) No amendment of the by-laws of a regis¬ 
tered society shall be valid until the amendment has 
been registered under this Act. 

(2) If the Registrar is satisfied that an amendment 
of the by-laws is not contrary to this Act or to the rules 
he may register the amendment. 

(3) When the Registrar repsters an amendment of 
the by-laws of a registered society, he shall issue to the 
society a copy of the amendment certified by him, which 
shall be conclusive evidence that the amendment has 


been duly registered. 

26. Power of Registrar to direct amendment 
by-laws of a registered society—(1) If it appears 


of (he 
to the 
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Tiegistrar that an amentiment of the by-laws of a 
xegistered society is necessary or desirable in the 
interest cf such society, he may, by order in writing to 
be issued to the society by registered post, require the 
society to make the amendment within such time as he 
may specify in such order. 

(2) If any society fails to make any such amende 
ment within the time specified, the Registrar may, after 
giving the society an opportunity of being heard, register 
•such amendment, and issue to the society by registered 
post a copy of the amendment, certified by him, which 
shall be conclusive evidence that the amendment has 
been duly registered, and such amendment shall be 
binding on the members of such society- 

(3} An appeal shall he to the State Government 
from any order of the Registrar passed under sub-section 
(2) within two months from the date of the issue of such 
■order. The order of the State Government on appeal 
and subject to the result of such appeal, if any, the 
decision of the Registrar shall be final. 

CHAPTER IV 

Rights and Liabilities of Members of 
Registered Societies 

27. Member not to exercise rights till due payment 
made—No member of a registered society shall exer.'- 
cise the rights of a member unless or until he has made 
such payment to the society in respect of membership 
or acquired such interest in the society, as may be pres* 
cribed by the rules or by*laws. 

28. Votes of memberS'~<l> Subject to the provisions 
of sub»section <2> each member of a registered society 
shall have one vote only as a member in the affairs of 
Jhe society, provided that in the case of an equality of 
vote, the chairman shall have a casting vote. 
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(2) A registered society which is a (member of any 
other registered society shall have as many votes 
as may be prescribed by the by-laws of such other 
society, and may, subject to such by-laws, appoint any 
number of its members, not exceeding the number of 
such votes, to exercise its voting power, provided that 
no member who is disqualified for such appointment 
under any rule shall be so appointed. 

(3) Save as provided in subjection (2) voting by 
proxy shall not he allowed except with the general or 
special sanction of the Registrar for any society or class 
of societies. 

29. Restrictions on holding of members—-No 
member of a registered society, other than the State 
Government or another registered society, shall have or 
claim any interest in the capital of a registered society 
exceeding one^fifth of the total capital or such smaller 
proportion as may be prescribed by the rules. 

30 Share or Interest not liable to attachment— 
Subject to the provisions of section 22, the share or 
interest of a member in the capita! of, or contiibuiion to, 
a registered society shall not be liable to attachment or 
sale under any decree or order of a Court of Justice ia 
respect of any debt or liability incurred by such member, 
and neither the Official Assignee under the Presidency.* 
towns Insolvency Act, 1909 oor a Receiver under the 
Provincial Insolvency Act, 1920 shall be entitled to, or 
have any claim on, such share, interest or contribution- 

3l. Restrictions on transfer of share or interest 
(1) The transfer or charge of the share or interest of a 
member in the capital of a registered society shall be 
subject to such conditions as to maximum holding as 
may be prescribed by this Act or by the rules- 

(2) In case of a society registered with unlimited 
liability, a member shall not transfer any share held by 
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.him or his interest in the capital or property of the 
society or any part thereof unless— 

<a) he has held such share or interest for not (ess 
than one year/ and 

<b> the transfer or charg'e is made to the society 
or to a member of the society or to a person 
Tpbose application for membership has been 
accepted by the society. 

32. Liability of a past member and of the estate of a 
deceased member^The liability of a past member or of 
the estate of a deceased member for the debts of a 
registered society as they existed on the date of his 
ceasing to be a member or of his decease, as the case 
may be, shall continue for a period of two years from 
such date. 


CHAPTER V 
Audit and inspection 

33, Audit—(1) The Registrar shall audit, or cause 
to be audited by some person (hereinafter referred to 
as the auditor) authorised by him by general or special 
order in writing m this behalf, the accounts of every 
registered society, once at least m every year. 

(2) Every officer or member of the society shall 
furnish such information in regard to the transactions 
and working of the society as the Registrar or the 
auditor may require. 

(3) The audit under sub»section (I) shall be con^ 
ducted according to the rules, and shall include an 
examination of overdue debts, if any, the venfication 
of the cash balance and securities and a valuation of 
the assets and liabilities of the society. 

(4) The auditor shall submit a report on such 
examination, verification and valuation, and shall include 
in his report a statement of—- 

(a) every transaction which appears to the auditor 
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to be contrary to law or to tbe rules or by^ 
laws oE the society / 

(b) the amount of any deficiency or loss which 
appears to have been incurred by the culpable 
negligence or misconduct of any person/ and 

(c) the amount of any sum which ought to have 
been but has not been brought into account 
by any person,- and 

(d) any money or property belonging to the so= 
ciety which has been misappropriated or 
fraudulently retained by any person taking 
part in the organisation or management of the 
society Of by any past or present officer of 
the society or by any other person- 

(5) The Registrar may determine the sum to be 
paid by any society towards the cost of auditing its 
accounts under this section, and such sum shall be paid 
by the society in such manner as the Registrar may 
direct- 

34. Inspection by Registrar—The Registrar may 
from time to time inspect a registered society himself 
or cause it to be inspected by some person authorised 
by him m this behalf by general or special order. 

35. Inquiry by Registrar—(1) The Registrar may, 
of his own motion and sbail, on the request of the Col» 
leCtoi, or on the application of a majority of the manag¬ 
ing committee or of not less than one-third of the 
members, hold an inquiry, or direct some person autho¬ 
rised by him by order m writing m this behalf to hold an 
inquiry, into the constitution working and financial 
condition of a registered society. 

(2) The Registrar or the person authorised by him 
Ainder sub-secuon kU may- 

la) require an officer of the society to call a general 
meeting at such time and place at the head¬ 
quarters of the society and require the society 
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to take into consideration such matters as he 
may direct,- and 

<b) if the officer of the society refuses or fails to 
call such a meeting or if there be no quorum 
at a meeting so convened, call such meeting 
himself hy givmg notice to the members in 
such a y/ay as he may consider reasonable, 
notwithstanding any lulcs or by-laws pres= 
cribing the period of notice for calling a 
general meeting of the society. Any meeting 
so convened by the Registrar or the person 
authorised by him under sub-section (i) shall 
have all the powers of a general meeting con¬ 
vened under the by-laws of the society- 
(3) When an inquiry is made under this section, * 
the Registrar shall communicate the results of the in¬ 
quiry to the society, the financing bank, if any, to which 
the society is affiliated and to the persons, or authority, 
if any, at whose instance the inquiry is made 

36. Inspection of boohs by Registrar—(1) The 
Registrar may, on the application of a creditor of a regis¬ 
tered society, inspect or direct some person authorised 
hy him in this behalf by order in writing to inspect the 
hooks of the society. 

12) No inspection shall be made or directed under 
sub-section (1) unless the application— 

(a) satisfies the Registrar that the debt is a sum 
then due, and ihat he had demanded payment 
thereof and has not leceived satisfaction with¬ 
in a reasonable time , and 
(b> deposits with the Registrar such sum as secu¬ 
rity for the costs of the proposed inspection as 
the Registrar may require 

C> Where an inspection is made under sub-section 
^1)/ the Registrar shall communicate the results of such 
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inspection to the creditor of the society, and to the 
financing bank, if any, to which the society is affiliated. 

37. Inspection of books by financing bank—<I)A 
financing bank may cause an inspection to be made of 
the books of any registered society which is affiliated to 
it, and may direct such society to furnish such informa- 
tion, statements and returns as may be required. 

(2) An inspection under sub-section (1) may be 
made by way of the officers of the financing bank or 
by any member of its paid st^ approved by the Regis* 
trar by general or special order. 

(3) The financing bank shall communicate the re* 
suit of such inspection to the Registrar and to the society 
concerned. 

38, Power to call for documents and to issue sum^ 
mons—The Registrar or any person authorised to audit 
the accounts of a society under section 33 or to make an 
inspection or to hold an inquiry under section 34, 35, 36 
or37- 

(a) shall atad reasonable times have free access 
to the books, accounts, documents, securities, 
cash and other properties belonging to, or in 
the custody of, the society and may summon 
any person in possession of or responsible for 
the custody of any such books, accounts 
documents, securities, cash or other properties 
to produce the same at the office of the society 
or at any branch thereof or except in the case 
of a financing bank, at any place at its head* 
quarters / 

<b) may summon any person who, he has reason 
to believe, has knowledge of any of the affairs 
of the society to appear before him at the 
office of the society or at any branch thereof 
or, except in the case of a financing bank, at 
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any place at Its headquarters, and may exa» 
mine such person on oath / and 
(c) may seize jo presence of txvo persons the 
hooks, accounts, documents/ securities, cash 
and other properties belonging to, or in the 
custody of, the society, if he apprehends any 
fraud or damage or mutilation of any of the 
articles above referred to, and the officer so 
doing shall grant proper receipt therefor, and, 
^hen he is an officer other than the Registrar, 
immediately report the seizure to his imme* 
diate superior officer and the Registrar- 

Provided that the power under this clause shall be 
exercised only by such persons as are authorised by 
rules made in this behalf 

39. Costs of inquiry and inspection—Where an in¬ 
quiry is held under section 35, or an inspection is made 
under section 36 the Registrar may, after giving the 
parties an opportunity of being heard and after record¬ 
ing the reasons, apportion the costs of such inquiry or 
inspection, or such part of the costs as he may think fit, 
between the society, the members or creditor demanding 
an inquiry or inspection and the officers or former 
officers of the society. 

40. Surcharge—(1) Wheieas the result of an audit 
under section 33 or an inquiry under section 35, or an 
inspection under section 34, section 36, or section 37, or 
the winding up of a society, it appears to the Registrar 
that any person who has taken part in the organisation 
or management of the society or any past or present 
officer of the society has— 

<a) made any payment which is contrary to law 
or to the rules or by-laws of the society, or is 
against the directions or instructions of the 
financing bank for which the society is acting 
as agent under sub-section <3) of section 16, or 
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(b) by reason of his culpable negligence or 
misconduct, involved the society or the finan=- 
cing bank for which it is acting as agent under 
sub^seclion (3) of section 16, in any loss or 
deficiency, or 

<c> failed to bring into account any sum which 
ought to have been brought into account, or 
(d) misappropnated or fraudulently retained any 
property of the society, or of the financing 
bank for which it is acting as agent under 
sub-section (3) of section 16, the Registrar may 
inquire into the conduct of such person, or 
officer and, after giving such person or officer 
an opportunity of being heard make an order 
requiring him to contribute such sum to the* 
assets of (he society or of the financing bank, 
as the case may be, by way of compensattoir 
in respect of such payment or Joss or sum, 
Of to restore such propery as the Registrar 
thinks fit, together with such sum as the Regis-^ 
trar may fix to meet the cost of iheproceed^ 
ings under this section . 

Provided that, before any order requiring such 
persons or officer to contribute is passed in respect of 
a payment referred to in clause (a) reasonable time 
shall be given to such person or officer to recover the 
amount of such payment from the payee and credit it 
to the funds of the society, or, as the case may be, of 
the financing bank ^ 

Provided further that no order shall be passed under 
this sub-section in respect of any act or omission men* 
ttoned in clause (a), <b>, (c), or <d) except within six 
years of the date on which such act or omission 
occurred. 

(2) This section shall apply notwithstanding that 
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such person or oSicer may have incurred criminal liaSU 
lit/ under this Act or under any other law. 

<3> An appeal shall lie from an order of the Regis^^ 
trar under suh^section (1^ to the State Government 
on application made by the person or officer against 
whom such order was passed within three months from 
the date of the communication to him of such order* 
The order of the State Government on appeal, and, 
subject to the result of such appeal, if any, the order 
of the Registrar, shall be final- 

CHAPTER VI 

Supersession o/ Managing Commiiiees and Dissolution 
of Registered Societies 

41. Supersession of managing committee~(l> If, 
in the opinion of the Registrar, the managing committee 
of any registered society is mismanaging the affairs of 
the society he may, by order in writing after giving the 
managing committee an opportunity to slate its objec¬ 
tions, if any, dissolve for any period not exceeding- 
six months the managing committee and order 
that all or any of its members shall be disqualified from 
being elected to the managing committee of the society 
for a period to be specified in the order not exceeding 
three years ; 

Provided that the Registrar may from time to time 
extend the period specified in such order for further 
periods not exceeding one year at a time, and not 
exceeding in the aggregate, two years. 

Every order of the Registrar under this sub-section 
shall state the reasons for which it is made and shall be 
communicated by registered post to the registered 
society concerned. 

<2) When a managing committee is dissolved under 
sub»section (1), the Registrar shall appoint person or 
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persons on such remuneradon, if any, as he may fix, to 
carry on the business of the society, and such person or 
persons shall, subject to any direction issued by the 
Registrar from time to time, exercise all the po\rers and 
perform all the duties which may under this Act, the 
rules and the by-laws, be exercised or performed by the 
managing committee or any officer of the society. 

(3> The Registrar shall, within such period from 
the date of the order under sub*section (1) as may be 
prescribed by the rules, require such person or persons 
to call a general meeting of the society at such time 
and place at the headquarters of the society and require 
the society to elect a fresh managing committee and to 
take into consideration such matters, as he may direct, 
and any meeting convened under this sub'sectha shall 
have all the powers of a general meeting convened under 
the by-laws of the society. 

(4) Nothing m this section shall be deemed to affect 
the powers of the Registrar to order the winding up of a 
society under section 42 or lo cancel the registration of 
the society under sub-section (S> of section 44. 

(5) An appeal shall lie from an order of the Regis¬ 
trar under sub-section <1) to the State Government on 
application made by any member of the managing 
committee within three months from the date of com¬ 
munication of the order lo the registered society 
concerned. The order of the State Government on 
appeal, and subject to the result of such appeal, if any, 
the order of the Registrar, shall be final. 

41. Winding up older—The Registrar may, by 
notification, order a registered society to be wound up 
if— 

(a) after an inquiry has been held under section 
35 or an inspection made under section 34, 
section 36 or section 37, or on receipt of an 
application made by three-fourths of the 
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(b> 


membeis of the society, or of his own motion, 

“ the case of a society that has not commen- 

ced working or has ceased working, he is of 
opinion that the society ought to be dissolve , 

Uis a condition of the registration of the 
society that it should consist 
members who have attained the age of e.gh - 

een years, and it is proved to the 

of the Registrar that the number of members 
has been reduced to less than ten. 

«. Appeal against the order of winding up-(l 
Any member of a society, in respect of "" “f " 

under section 42 has been passed may, 

months from the date of the pubtoto ^ 

in the Official Gazette appeal to the State Go 

'Trlrorder under section 42 shall not take effect 
until the expiry of two months from the date of the 
publication of such order in the Officia ---firmed 
an appeal be preferred, unless and until it is 

by notification on appeal, , 

<3> The order of the State Government on appeal 
and, subject lo the result of such appeat, if any, 

order of the Registrar shatf he finaf. vHc,,, ,he 

44, Liquidation and dissoiution-fl) Where the 
Registrar has passed an order 

registered society, he shaft appoint a person or persons 

to be liquidator of the society- 

(2) Notwithstanding anything contained m sub- 
section (2) of section 43, a liquidator on appointment 
shall have power to take Immediate possession of af 
assets belonging to the society and all books, recor 

and other documents permlning to the business thereof 

and to carry on the business of the society so far as may 
be necessary and all the rights, dudes, assets and liabili- 

39 
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lies oF the society shall be vested in and shall devolve 
upon the liquidator as such. 

(3) Subject to the Reg sttar's power of control and 
levision, such liquidator shall also have power/ 

(a) to institute and defend suits and other legal 
proceedings on behalf of the society by his 
name of office , 

<b) to determine and realise ail sums due to the 
society from any person / 

(c) to determine from time to time, subject to the 
provisions of section 32, the contribution to be 
made or remaining to be made by the members 
or past members or by the estates or nominees, 
heirs or legal representatives of deceased 
members or by any officers or former officers, 
to the assets of the society, and from time to 
time, to revise any order of contribution until 
the winding up ts completed, and to realise 
such contributions / 

(d) (o investigate all claims against the society 
and, subject to the provisions of this Act, to 
decide questions of priority arising between 
claimants after giving an opportunity of being 
heard to all the creditors / 

(e) to pay claims against the society (including 
interest up to the dale of the publication in 
the Official Gazette of the notification ordering 
the winding up of the society) according to 
their respective priorities, if any, in full or 
rateably as the assets of the society permit, 
and to apply the surplus, if any, remaining 
after payment of the claims in full, in pay¬ 
ment of interest from the said date at a 
rate fixed by him but not exceeding m 
any case the rate agreed to be paid by the 
society, 
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(f) to make any compromise or arrangement with 
persons between whom and the society there 
exists any dispute, or to refer any such dispute 
to arbitration / 

<g> to determine by wbat persons and in what 
proportions the costs of the liquidation are to 
be borne, and 

(h) to give such dtrcciions tn regard to the coilec* 
tion and distribution of the assets of the 
society as may appear to him to be necessary 
for winding up the affairs of the society ,• 

Provided that the liquidator shafl not determine the 
contribution, debt or assets to be recovered from any 
person unless an opportunity of being heard has been 
given to such person. 

(4) If an appeal from the order of winding up is 
allowed by the State Government under section 43, the 
liquidator shall give up possession of the assets, books, 
records and other documents of the society to the 
managing committee, and shall cease to carry on the 
business of the society, provided that all his acts done 
in his capacity as liquidator shall continue to have legal 
validity as if they had been done by the managing com* 
mittee or the society- 

(5) With the special sanction of the Registrar, an 
appeal shall lie to the Court of the District Judge within 
three months from the date of communication by regis* 
tered post of an order of a liquidator under clause (b), 

(d>, (e), (g) or (h) of sub-«sectiofi <3> to the person 
concerned. 

(6) The orders of the liquidator, subject to any 
order of the Registrar in revision or to any order of the 
District Judge on appeal, the orders of the Registrar in 
revision and the order of the District Judge on appeal, 
if any, shall be final. 

(7) When the affairs of the society have been wound 
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business at tbe date on >!^icb the Co*operative Societies 
Act 1912, came into operation. 

( 1 ) Any officer or member of a society or any 
person who contravenes the provisions of sub.=section 
(1) shall be punishable with fine which may extend to 
fifty rupees, and, in the case of a continuing offence, 
with a further fine of five rupees for each day on which 
the offence is continued after conviction therefor 

47, Cognizance of offences—(U No Court inferior 
to that of a Magistrate of the second class shall try 
any offence under this Act. 

<2) Every offence under this Act shall, for the 
purposes of the Code of Criminal Procedure, 1898 be 
deemed to be non^cognizable 

(3) No prosecution for an offence under this Act 
shall be instituted without the previous sanction of the 
Registrar, and the Registrar shall not sanction the prose* 
cution of any person unless he has given such person 
an opportunity of being heard 

48. Disputes—<1) If any dispute touching tbe busi¬ 
ness of a registered society (other than a dispute 
regarding disciplinary action taken by the society or 
its managing committee against a paid servant of the 
society) arises— 

(a) amongst members, past members, persons 
claiming through members, past members or 
deceased members and sureties of members, 
past members or deceased members, whether 
such sureties are members or nonemembers, or 
<b> between a member, past member, persons 
claiming through a member, past member or 
deceased member, or sureties of members, 
past members or deceased members, whether 
such sureties are members or non-members, 
and the society, its managing committee or any 
officer, agent or servant of the society , or 
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up, the liquidator shall deposit ihe records of the society 
to such place as the Registrar may direct- 

(8) After the records of a society have been 
deposited under subjection <7>, the Registrar shall 
cancel the registration of the society, and the society 
shall then cease to exist as a corporate body. 


CHAPTER VII. 

Penalties and Procedure 

45, Offences—(1) h shall be an offence under this 
Act il¬ 
ia) an officer or member of a registered society 
or any person appointed under sub»section 
(2) of section 41 intentionally neglects or 
refuses to do any act required to be done, or 
to furnish any information required to be 
furnished, by this Act or by any rule / or 
<b> an officer or member of a registered society 
or any person appointed under subjection 
(2) of section 41 wilfully makes a false return 
01 furnishes false information. 

(2) Any officer or member of a registered society 
or any person appointed under subjection (2) of 
section 41 guilty of an offence under subjection 
(1) shall be punishable with fine which may extend 
to fifty rupees. 

46 Prohibition of the use of the word "co»operative" 
—{!) No person or society other than a registered 
society shall trade or carry on business under any 
name or title of which the word "co-operative" is part 
without the sanction of the State Government. 

Provided that nothing in this section shall apply to 
the use by any person or his successor in interest of any 
name or title under which he traded or carried on 
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business at the date on which the Co*operative Societies 
Act, 1912. came into operation. 

{2) Any officer or member of a society or any 
person who contravenes the provisions of sub^^section 
(1) shad he punishable with fine which may extend to 
fifty rupees, and, in the case of a continuing offence, 
with a further fine of five rupees for each day on which 
the offence is continued after conviction therefor 

47. Cognizance of offences—(U No Court infenor 
to that of a Magistrate of the second cfass shall try 
any offence under this Act. 

<2) Every offence under this Act shall, for the 
purposes of the Code of Cttmnai Procedure, 1898 be 
deemed to be non*cognj'zaWe 

(3) No prosecution for an offence under this Act 
shall be Instituted without the previous sanction of the 
Registrar, and the Registrar shall not sanction the prose¬ 
cution of any person unless he has given such person 
an opportunity of being heard 

48. Disputes—<1> If any dispute touching the busi¬ 
ness of a registered society (other than a dispute 
regarding disciplinary action taken by the society or 
its managing committee against a paid servant of the 
society) arises— 

(a) amongst members, past members, persons 
claiming through members, past members or 
deceased members and sureties of members, 
past members or deceased members, whether 
such sureties arc members or non»members, or 
<b> between a member, past member, persons 
claiming through a member, past member or 
deceased member, or sureties of members, 
past members or deceased members, whether 
such sureties are members or non-members, 
and the society, its managing committee or any 
officer, agent or servant of the society , or 
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(c) between the societyor its managing commiitee 
and any past or present officer, agent or ser» 
vant of the society / or 

<d) between the society and any other registered 
society / or 

<e) between a financing bank authorised under 
the provisions of sub*section (1) of section 16 
and a person who is not a member of a regis* 
tered society, such dispute shall be referred to 
the Registrar • 

Provided that no ctaim against a past member 
or the estate of a deceased member shall be 
treated as a dispute if the liability of the past 
member or of the estate of the deceased 
member has been extinguished by virtue of 
section 32 or section 63. 

Explanation—(f) A claim by a registered society for 
any debt or demand due to it from a member, non« 
member, past member, or the nominee, heir or legal 
representative of a deceased member or non'member or 
from sureties of members, past members or deceased 
members, whether such sureties are members or non® 
members, shall be a dispute touching the business of the 
society within the meaning of this sub>section even in 
case such debt or demand is admitted and the only point 
at issue is the ability to pay or the manner of eoforce= 
ment of payment. 

Explanation—<2) The question whether a person is 
Of was a member of a registered society or not shall be 
a dispute within the meaning of this sub'^ection. 

(2) The Registrar may on receipt of such 
reference— 

(a) decide the dispute himself, or 

(b) transfer it for disposal to any person exercising 
the powers of a Registrar in this behalf, or 
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(c) subiec. 10 any rales, refer .1 for disposal lo an 
arbitrator or arbitrators* 

<3) Subicct to any rules, the Registrar may w th. 
dra* any reference transferrad under clans (b) j 
sub.sectlon (2) or refe red under clause c) f 

sub-scction and deal with it .n the manner provided 

tbe said sub=section. .,rtMtrators 

(4) The appointment of an arbltraloi 

and the procedure to be followed m 

the Registrar or such arbitrator or aib.trators shall 

'""a In'L'te of a dispute involving property which 
,s given as collateral security, i. shall be -"ipe.en. o 

the person deciding such dispute to issu 
award which shall have the same force as 
decree of a competent Civil Court. 

(6) Any person aggrieved by any I 

in a dispute transferred or referred un j 

Wofsub-section <2> may, within ibree months from 
the date of such decision, appeal to the 

<7> The Registrar, in the a 

section, shall have the power o r-x XLVIl 
Civil Court under section 114 and under Order XLVI 
rule lot .he Code of Civil P'oeedure, 1908 and hall 
also have the inherent innsd.ct.on speched ... section 
151 of the said Code. 

<8> The Registrar may, where 
advisable, either on application or 1 

state a case and refer it to .he District judge or dec 
Sion, and the decision of die Dislnc. 

(9> Save as expressly provided m , 

decision of .he Regislmr under this sec, ion “‘'f ‘ 

,0 the oiders of .he Registrar ° 

decision given in a dispute transferred or referred 
clause <b> or <c) of sub-secnon <2h shall be fi 
49. Registrar, liquidators and atbiltato 
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certain powers of Civil Court—Sutject to any rules, ifie 
Registrar, any person authorised to hold an inquiry un* 
der section 35 or an inspection under section 36, any 
liquidator, any person exerasing the powers of a Regis^ 
trar, or any arbitrator or arbitrators appointed under 
section 48, shall, in so far as such powers are necessary 
for carrying out any of the purposes of this Act, have 
power to summon and enforce the attendance of wit* 
nesses and parties concerned and to examine them 
upon oath and to compel the production of any hooks, 
accounts/ documents or property by the same means and, 
so far as may be, in the same manner as is provided in the 
case of a Civil Court under the Code of Civil Procedure 
1908. 

50. Attachment of property—<1) Where the Regis* 
trar Is satisfied on the application of the liquidator or of 
a society, that any person with intent to defeat or delay 
the execution of any order that may be passed against 
him under section 44 or 48— 

(a) is about to dispose of the whole or any part 
of his property or 

lb) is about to remove the whole or any part of 
his property from the focal limits of the juris* 
diction of the Registrar 

the Registrar may, unless adequate security is furnished 
to his satisfaction, direct the attachment of the said pro* 
perty or such part thereof, as he thinks neccessary, and 
such attachment shall have the same effect as if it had 
been made by a competent court- 

(2) An order of attachment passed under sub* 
section <1) shall, on the application of the Registrar, be 
executed by the Collector in whose jurisdiction the 
ptoperty Ues, in the same maauer as an order of a 
Revenue Court. 

51. Enforcement of orders—Orders passed under 
sections 44, 48 and 50 shaft «n addition to any other 
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method of enforcement provided under this Act, on 
application be enforced as follows : 

<a> when passed by the Registrar, a liquidator or 
by an arbitrator or arbitrators, by any Civil 
Court having local jurisdiction in the same 
manner as a decree of such Court / 

(b) when passed by the District Judge, in the 
same manner as a decree of the District Judge 
made in any suit pending before him- 
51. Recovery of sums due—Any sum payable by 
any person or by any registered society— 

(a) as fees for an audit held under section 33, 

<b) in accordance with an order of the Registrai 
under section 39 apportioning the cost of an 
Inquiry or inspection-, 

<c> in accordance with an order passed under 


section 40, 

(d) in accordance with an order of the Registrar 
Of of a liquidator passed under section 44, or 
(el in accordance with an order, decision or 
award passed or made under section 48, 
shall be recoverable, as a public demand in any area, m 
which the Bihar and Orissa Public Demands Recovery 
Act, 1914 is in force or as an arrear of Iand=>revenue 
throughout the whole of the State and the Registrar or 
other person authorised by him in this be a , s a e 
deemed to be the person to whom such pub ic eman 
is due or lo vliom such arrear of land-rcvenue is 


payable. _ 

53. Recovery of sums due to the Government— 
All sums due from a registered society or from an 
officer or member, past or present, or from his sureties 
or from the estate of a deceased member of a register 
society or from his sureties as such to the ovemm n 
including any costs awarded to the Government may 

recovered in the same manner as arrears o an reven 
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54. Property from which sums due from a society 
can be recovered:—^All sums due from a registered 
society to the Government and all sums recoverable 
from a registered society under section 33, 39,44 or 48 
may be recovered firstly, from the property of the soci» 
ety/ secondly, in the case of a society, the liability of 
the members of which is limited from the members, past 
members or estates of deceased members or their sure* 
ties subject to the limit of their liability, and thirdly, in 
the case of other societies, from the members, past 
members or estates of deceased members or their sure* 
ties to such extent or in such proportion as may be 
determined by the Registrar- 

55. Liability of past members—Notwithstanding 
anything contained In sections 53 and 54, the liability 
of past members and of the estates of deceased members 
shall In all cases be subiect to the provisions of sections 
32 and 63. 

56. Power of revision by Registrar—The Registrar 
may on application or of his own motion revise any 
order passed by a person exercising the powers of a 
Registrar or by a liquidator under section 44. 

57. Bar of jurisdiction of Courts—(1> Save in so 
far as expressly provided in this Act, no Civil or 
Revenue Court shall have any jurisdiction in respect of 
any matter concerned with the winding up or dissolution 
of a registered society under this Act, or of any dispute 
required by section 48 to be referred to the Registrar or 
of any proceedings, under Chapter VII=A 

<2) While a society is m liquidation, no suit or 
other legal proceeding shall be proceeded with or insti¬ 
tuted against the liquidator as such or against the society 
or any member thereof on any matter touching the 
affairs of the society to such terms as he may impose. 

(3> No order of the State Government, District 
Judge, Registrar, a person appointed to assist the Regis* 
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„ar, li<,u.da.or, or a„ arbitrator or arbitrators purports 
„ be one which rtnder P-,s.o„ of this 

declared to be final, shall be liable to 
set aside, modiScd, revised, or /“t " “Jr 

Court upon n.eri« or upon aoy ground whatsoever 

except want of jurisdiction. 

CHAPTER VltA 

Distraint 

57-A. Cases in which application for distraint may 
be made-mere any debt or outstanding demand is du 

to a registered society from any member, ^ < 

Of estate of deceased member, or is due to a rg 

society, which Is duly authorised by the Registrar under 
any of the provisions of sub-section (1) o see ion 
this Act to grant loans to non-members, from any P ' 
sen who is not a member of a registered society or horn 
the estate of such person if he is dead, the society, » 

in addition to any other remedy to which it is entitle 

by law, present an application to the eg strar 

training, while in the possession of the e auter 

(1) any crops or other products of the earth stan¬ 
ding or ungathered on the holding of the de au ter , 
t2) any crops or other products of the eart ^ ' 
have been grown on the holding of the defaulter and 

Lave been reaped or gathered and are deposite on 

holding or on a threshing floor or place for trea mg 
grain whethei in the fields or within a homestea • 

S7.B Form of application-(l) Every applica¬ 
tion under the last foregoing section shall speci y 

la) the holding of the defaulter and the boundar.e 
thereof, or such other particulars as may 
suffice for its identification ,• 

(b) the name of the defaulter, 

(c) the detailed account of the dues , 
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(<i> the nature and approximate value of the pro* 
duce to be distrained / 

(e> the place where it is to he found, or such 
other particulars as may suffice for its identU 
hcation / and 

(f) if it is standing: or ungathered, the time at 
which it Is likely to be cut or gathered. 

(2) The application shall be signed, and verified in 
the manner prescribed fay the Code of Civil Procedure, 
1908 for the signing and verification of plaints. 

57-C. Procedure on receiptof application—fl) The 
applicant shall, at the time of filing an application under 
the foregoing sections, file before the Registrar such 
documentary evidence (if any) as he may consider 
necessary for the purposes of the application. 

(2) The Registrar may, after taking such evidence 
as he thinks fit, admit the application or reject it. 

(3) Where the Registrar cannot forthwith admit 
or reject an application, he may, if he thinks fit, 
make an order prohibiting the removal of the produce 
specified in the application, pending the execution of an 
order for distraining the same or the rejection of the 
application. 

(4) When an order for distraining any produce is 
made under this section at a considerable time before 
the produce is likely to be cut or gathered, the Rcgis» 
trar may suspend the execution of the older for such 
time as he thinks fit, and may, if he thinks fit, make a 
further order prohibiting the removal of the produce 
pending the execution of the order for distraint- 

(5) An order under subjection (3) or under suh« 
section (4) shall be served and published in such manner 
as the State Government may by rules prescribe. 

57«D. Execution cf order for distraint—(1) If an 
application is admitted under the last foiegoing section 
and an order for distraining any produce is made, the 
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Registrar shall send a copy of the order containing the 
prescribed particulars to the Collector for execution 
(2) The Collector shall, upon receipt of the order 
referred to in sub-section (1), depute an officer to dis^ 
train the produce specified therein, or such portion of that 
produce as he thinks fit, and the officer shall proceed to 
the place where the produce is, and dtsfrain the produce 
by taking charge of it himself or placing some other 
person in charge of it in this behalf and publishing a 
notification of the distraint m accordance with rules to 
that effect made by the State Government 

Provided that produce, which from its nature does 
not admit of being stored, shall not be distrained under 
this section at any time less than twenty days before the 
lime when it would be fit for reaping or gathering. 

57-E. Service of demand and account—(1) The 
distraining officer shall, at the lime ol making the disi^ 
traint, serve on the defaulter a written demand for the 
amount due and the costs incurred in making the 
distraint, with an account exhibiting the grounds on 
which the distraint is made. 

<2) Where the distraining officer has reason to 
believe that a person other than the defaulter is the 
owner of the property distrained, he shall serve copies 
of the demand and account on that person likewise. 

<3) The demand and account shall, if practicable, be 
served personally, but if a person on whom they are to 
be served absconds or conceals himself or cannot others 
wise be found, the officer shall affix copies of the demand 
and account on a conspicuous part of the outside of the 
house in which he usually resides. 

57-F. Right to reap, etc. produce—(1> A distraint 
Under this Chapter shall not prevent any person from 
reaping, gathering or storing any produce, or doing any 
other act necessary for its due preservation, 

<2) If the person entitled to do so fails to do so at 
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the proper time^ the distfaimng officer shall cause any 
standing crops or ingathered products distrained to k 
reaped or gathered when ripe, and stcred in sucfi 
granaries or other places as are commonly used for the 
purpose or in some other convenient place in the neigk 
bourhood, or shall do whatever else may be necessary 
for the due preservation of the same. 

(3) In either case the distrained property shall 
remain in the charge of the distraining officer, or of some 
other person appointed by him In this behalf. 

57«G. Sale proclamation to be issued unless demand 
is satisfied—<1> Unless the demand, with all costs of the 
distraint, be immediately satisfied, the distraining officer 
shall issue a proclamation specifying the particulars of 
the property distraining, and the demand for which it is 
distrained and notifying that he will, at a place and on 
a day specified not being fess than three or more than 
seven days after the tune of making the distraint, sell 
the distraint property by public auction • 

Provided that when the crops or products distrained 
from their nature admit of being stored, but have not 
yet been stored, the day of the sale shall be so fixed as 
to admit of their being made ready for storing before its 
arrival 

<2) The proclamation shall be stuck up on a cons* 
picuous place in the village in which the land of the 
defaulter is situate 

57«H. Place of sale—The sale shall be held at the 
place where the distrained property is, or at the nearest 
place of public resort if the distraining officer is of 
opinion that it is likely to sell there to better advantage 

57-1. When produce may be sold standing—(1) 
Crops or products which from their nature admit of 
being stored shall not be sold before they are reaped 
or gathered and are ready for storing. 

Crops or products which from their nature do 
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not admit of being stored may be sold before they are 
reaped or gathered and the purchaser shall be entitled 
to enter on the land by himself, or by any person 
appointed by him in this behalf, and do all that is neces« 
sary, for the purpose of tending and reaping or gather.® 
ing them. 

57-J. Manner of safe—The property shall be sold 
by public auction in one or more lots as the officer bold* 
hg the safe may think advisable, and /f the demand, 
\rith the costs of distraint and safe, is satisfied by the 
sale of a portion of the property the order of distraint 
shall not be executed with respect to the remainder. 

57-K. Postponement of sale—If, on the property 
being put up for sale, a fair price <in the estimation of 
the officer holding the sale) is not offered for it, and if 
the owner of the property or a person authorised to act 
In his behalf, applies to have the sale postponed till the 
next day, or <if a market is held at the place of sale) the 
next market day, the safe shall be postponed until that 
day, and shall be then completed, whatever price may 
be offered for the property. 

57.L. Payment of purchase money—The price of 
every lot shall be paid at the time of sale, or as soon 
thereafter as the officer bolding the sale directs, and m 
default of such payment the property shall be put up 
again and sold. 

57-M. Certificate to be given to purchaser—When the 
purchase money has been paid in full, the officer holding 
the sale shall give the purchaser a ccruRcate describing 
the property purchased by him and the price paid. 

Proceeds of sale how to be applied 

57-N. (1> From the proceeds of every sale of dis* 
trained property under this Chapter, the officer holding 
the sale shall pay the costs of the distraint and sale, 
calculated on a scale of charges prescribed by rules to 
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be made, from time to time, by the State Government in 
this behalf. 

(2) The remainder shall be applied to the discharge 
of the amount due for which the distress was made, with 
interest thereon up to the day of sale/ and the surplus 
(if any) shall be paid to the person whose property has 
been sold. 

57-0. Certain persons may not purchase. 

Officers holding sales of property under this Chapter 
and all persons employed by, or subordinate to, such 
officers and all officers and members of the staff of regist* 
ered societies are prohibited from purchasing/ either 
directly or indirectly any property sold by such officers 
Procedure 57.=P. <l> If at any time after a distraint has been 
demand IS under (his chapter, and before the sale of the 

paid before distrained property, the defaulter, or any person making 
a bonalide claim as the owner of the distrained propeity, 
where he Is not the defaulter, deposits with the Collector 
executing the order of distraint, or in the hands of the 
distraining officer, the amount specified in the demand 
served under section 57*E with all costs which may 
have been incurred after the service of the demand, the 
Collector or officer, as the case may be, shall grant a 
receipt for the same, and the order of distraint shall not 
be executed. 

<2> When the distraining officer receives the deposit, 
he shall forthwith pay u to the Collector- 

<3> After the expiration of one month from the date 
of a deposit being made under this section the Collector 
shall pay therefrom to the applicant for distraint the 
amount due to him, unless m the meanwhile the person 
making a bonafide claim as the owner of the property 
distrained has instituted a suit against the applicant 
contesting the legality of the distraint and claiming 
compensation in respect of the same. 

57=Q. Distraint of property which is under 
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a(tachment-When any conflict arises between an order 

for distrain, Issued under this Chapter and an order rjed 

by a Civil C°ur. to t e^a 

property which is the subject oi uic 

tor drstrain, shall prevail, but if the P'^'^btll 

under that order the surplus J.bo 

not be paid under section 57* , 

property without the sanction of the court to w 

order of attachment or sale was issued. 

57,R Suit tor compensation for 

and app=als-No appeal shaflliefron. “ 

Registrar or a Collector under this Chapter, bu y 

person whose property ts distratned on 

made under section 57-A, in any case ,n -h.ch uch an 
appheatien is no, perntitted by that secnon may m ^ 
n suit against the applicant for the recov y 

“rvrder.ha., ,f such an order is passed by an 

Assistant Registrar or Deputy 'V jjj j,sttar 

powers of a Registrar, an appeal f ^ 

and his decision on such appeal Government 

57,S, Power to make „ng the 

::^dr,nrera:urf— 

^?.T.'t.eipre.a.icn-.n this Chapter, unless rhere 

^^^tr'”:'”ntM:srojcr 

"defaulter" means a person (including h 
letl representative if he is dead) 

nny such deb, oroumta^dingde^ 

'.riw"="ar.'and used for agtU 


<b> 


' holding niccuw 

cultural or horticultural purposes. 


40 
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CHAPTER VIII 

Miscellaneous 

58. Registrar and other officers to be public sei^'ants— 
The Registrar, a person exercising the powers of a 
Registrar, a person authorized to make an inspection 
under section 34 or 36 or to hold an inquiry under 
section 35, a liquidator and an arbitrator or arbtitrators 
to -whom any dispute is referred under section 48, shall 
be deemed to be public servants within the meaning oF 
section 21 of the Indian Penal Code. 

59. Proof of entries In Societies' books—<1> A copy 
of an entry in a book, register or list of a registered 
society regularly kept in the course of business, shall if 
certified in such manner as may be prescribed by the 
rules, be admissible m evidence of the existence of such 
entry, and shall be admittedas evidence of the matters, 
transactions and accounts therein recorded in every case 
where, and to the same e-ttent as, the ongtnal entry 
would, if produced, have been admissible to prove 
such matters, transactions and accounts- 

(2> In the case of such societies as the State 
Government may, by general or special order, direct, 
no officer of a society shall in any legal proceedings- 
to which the society is not a party, be compelled to 
produce any of the society's books, the contents of 
which can be proved under subasection <1>, or to appear 
as a witness to prove the matters, transactions and 
accounts therein recorded unless by order of the Court 
or a Judge made for special cause 

60. Delegation of power to hear appeals—The State 
Government may, by general or special order, delegate 
its power of hearing appeals under the provisions of 
this Act, except the power of hearing appeals under 
sections 26, 40 and 41, to any authority specified in such 
order. 
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61. Compulsory affiliatton of registered societies 
to a Co-operative Federation— 

(1) The State Government may, by general or 
special order, direct that all or any registered societies 
situated within a specified area shall be affiliated to a 
Co-operative Federation in such manner and on such 
conditions as the State Government may direct. 

<2> The State Government may, by general or spe= 
cial order, regulate, from lime to time, the constitution 
and functions of any Co-operative Federation in respect 
of which an order of compulsory affiliation may have 
been passed under sub-section- 

61. Exemption from requirements as to registration— 

(1) Notwithstanding anything contained m this 
Act, the State Government may, by special order in 
each case and subfect to such conditions, if any, as it 
may Impose, exemptany society from any of the require- 
ments of this Act as to registration- 

(2) The State Government may, by general or spe¬ 
cial order exempt any registered society from any of 
the provisions of this Act, or may direct that such pro¬ 
visions shall apply to such society with such modifica¬ 
tions as may be specified in the order- 

63. Limitation—Notwithstanding any of the provi¬ 
sions of the Indian Limitation Act, 1908, the period of 
limitation for debt inciudmg interest due to a registered 
society by a member thereof shall he computed from the 
date on which such memher dies or ceases to be a 
member of the society. 

64. Power to exempt from Income-tax, stamp duty 
and registration fees— 

The Central Government by notification In the Offi¬ 
cial Gazette may, in the case of any registered society 
or class of registered societies, remit the income-tax 
payable in respect of the profits of the society, or of 
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the dividends or other papneats received by the memters 
of the society on account of profits. 

(2) The collecting Government may by notification 
remit, in the case of any rc^tered society or class of 
registered societies— 

<a> the stamp duty srith which, under any law 
for the lime being in force, instruments 
executed by or on behalf of a registered 
society or by an officer or member thereof 
and relating to the business of such society 
or any class of such instruments, or decisions, 
awards or orders of the Registrar or of any 
arbitrator or arbitrators linder this Act, arc 
respectively chargeable, and 
(b) any fee payable under the law of registra¬ 
tion for (he time being to force- 

<In this sub»secti03 "collecting Government" has 
the same meaning as tn the Indian Stamp Act) 

65. Nothing in clauses (b) aod (c) of sub-section (1) 
of section 17 of the Indian Registraiiofl Act, 1908, shall 
apply to— 

(1) any instrument rclaung to shares m a registered 
society, notwithstanding that the assets of such society 
consist m whole or in part of immoveable propert>’, or 

(2) any debenture issued by any such society and 
not creating, declaring, assigning, limiting or extinguish- 
ing any right, title or interest to or in immoveable pro¬ 
perty except in so far as it entitles the holder to the 
security afforded by the registered mstrument whereby 
the societ>’ has mortgaged, coat eyed or otherwise trans¬ 
ferred the whole or part of its immoveable property 
or any interest therein to trustees upon trust for the 
benefit of the holders of such debentures/ or 

(3) any endorsement upon or transfer of any deben¬ 
ture issued by any such society. 
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66. Power to make rules— 

(1) The State Government may, for the whole or 
any part of the State and for any registered society or 
a class of registered societies, make rules to carry out 
any of the purposes of this Act 

(2) In particular and without prejudice to the 
generality of the foregoing power, such rules may— 

<i) prescribe the forms to be used and the condU 
fions ro-be complied with in the making of applications 
for the registration of a society and the procedure in 
the matter of such applications , 

(ii) prescribe the conditions to be complied w’ith by 
persons applying for admission or admitted as members, 
and provide for the election and admission of members, 
and the payment to be made and the interests to be 
acquired before the exercise of the rights of member^ 
ship , 

(ui) prescribe the extent to which a society may 
limit the number of its members and, subject to the 
provisions of section 29, prescribe the maximum number 
of shares or portion of the capital of a society which 
may be held by a member . 

liv,) prescribe the conditions of acceptance of resign 
nation of members, and provide for the expulsion of 
members and for the payments, tf any, to be made to 
members who withdraw or are expelled. 

(v) provide for the general meetings of the members 
and for the procedure at such meetings and the powers 
to be exercised by such meetings,- 

(vi) pres‘Tibe the matters in respect of which a 
society may or shall make by-laws, and the procedure to 
be followed in making, altering and abrogating bylaws, 
and (he conditions to be satisfied prior to such making, 
alteration or abrogation. 

<vii) prescribe the manner in which managing 
committees and subscommittees thereof shall be consti* 
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luted, and provide for the appointmenL suspension and 
removal of the mcmhers of managing committees and 
other officers and for the procedure at meetings of 
managing committees and foi the powers to be exercised 
and the duties to he peifotmed by managing com® 
mittee and others officers. 

(viii) prescribe the conditions under which a society 
may be prohibited from appointing a defaulting member 
of any society to its managing committee or to the 
managing committee of any other society and from 
allowing him exercise his rights of membership in the 
society or to represent it m another society, 

(lx) prescribe the procedure to be followed when 
societies change the form or extent of their liability, and 
provide for the amalgamation and division of societies 
and prescribe the conditions of such amalgamation and 
division/ 

(x) piescnbe the conditions and terms under which, 
and regulate the manner in which, funds may be raised by 
means of shares, deposits, or debentures or otherwise/ 

(xi) prescribe the conditions to be complied with by 
members applying for loans, the period for which loans 
may be made, the amount which may be lent and the 
manner of repayment/ 

(xii) provide for the deposit or investment of any 
funds under the control of a society, 

(xiii) prescribe the conditions, prohibitions and res® 
trictions subject to which societies may- 

fa) transact business with persons who are not 
members, or 

<b> make advances against moveable property/ 

(xiv) prescribe the method of calculating the work® 
iog capital and the rvet profits asvd the conditions under 
which such profits may be distributed, and the maximum 
rate of dividend which may be paid by any society or 
class of societies, 
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<xv) provide for the formation and mamtenance o 
„slve funds and the object to 
applied, and for the writing off of bad debts 

hvi) prescribe the conditions for refund of share 

money and transfer of shares, , , , t » a 

<xvu> provide for the mode in which the value of a 
deceased member's interest shall be ascertained, and 

for the manner of nomination of a person to whom 

interest may be paid or transferred, 

(xviii) provide for the formation and maintenance of 

a register of members and, where the liability of mem, 
hers is limited by shares of a register of shares 
shareholders, . , 

(xW prescribe the forms to be used and the ac^ 

ounts and registers to be kept and the repotts an 
to be submitted by a society and prov.de for the 
by whom such reports and returns sha e su / 

and, in case of failure to submit any such = ^ 
returns, for the levy of the expenses o preparm / 

<xx) prescribe rules for audit under sec.ton 33, an 

tor the periodical publication of balance sheets showing 

the assets and liabilities of a society, 

(XX.) provide for the persons by whotn and the form 
in wliieb copies of entries in records and registers 
aociettesmay be certified and for the charges to be 
levied for the supply of such copies, , nf 

<xxii> provide for .be custody and des.tuc.ton of 

records and registers/ , j in 

(xxtii) provide for the procedure to be followed m 

,he appoln.Lntor«movalof. and for the payment of 

remuneration to, a liquidator, , , 

(xxiv) prescribe the procedure to be f°'^ 
.helinuldator andprov.de for .be manner ol dtspo 

of the surplus, if any, of the society,- t^llnwed in 

<xxv> prescribe the procedure to e 
presenting and disposing of appeals un er t i 
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(xxvi) prescribe the procedure and conditions for 
exercise of the powers conferred by section 49/ 

(xxvii) prescribe the procedure for catling, holding 
and conducting meetings of creditors under section 24^A 
and 

<xxviii> provide for all matters expressly required or 
allowed by this Act to be prescribed by rules 

(3) The power to make rules conferred by this sec» 
tion is subject to the condition of the rules being made 
after previous publication 

(4) All rules made under this section shall be puh^ 
lished in the official Gazette and on each publication 
shall have effect as if enacted m this Act. 

47. The enactments specified in the schedule are 
hereby repealed in so far as they apply to the State of 
Bihar and Orissa to the extent specified in the fouith 
column of the said schedule. 

SCHEDULE 

Enactments Repealed 

Year No Shoittitle Extent of repeal 

1 2 3_4_ 

1912 II The Co=opeva» The whole 

tive Societies 
Act, 1'512 

The Devolution So much as relay 
Act, 1920 es to Act II of 
1912. 


1920 XXXVIII 
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BURMA CO-OPERATIVE SOCIETIES 
ACT OF 1956. 

It is hereby enacted as iolloHS — 

CHAPTER I 

Prelimwary 

Section. 

!• This Act may be called the Burma Co^-opera- Short title, 
live Societies Act, 1956. 

2- In this Act, unless theie is anything repugnant Definitions- 
in the subject or context— 

<a> 'by.«laws' means the legistercd by-laws for 
the time being m force governing the consti¬ 
tution and working of a Society and includes 
a registered amendment of such by-laws. 

<b> 'Society'means a co-operative society legis- 
tered or deemed to be registered under this 
Act, including a Federal Society. 

<c> a 'Federal Society' means a Society of which 
members are other Societies. 

(d) 'Rules' means rules made under this Act. 

<e> 'Registrar' means a person appointed to per¬ 
form the duties of a Registrar of Co-operative 
Societies under this Act, 

<f> 'member' includes a person joining in the 
application for the registration of a society and 
a person admitted to membership after regis¬ 
tration in accordance with rules and by-laws / 

<g) 'Committee' means the committee of manage¬ 
ment or other directing or governing body to 
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wflici) the management of the society is 
entrusted / 

<h> 'Officer' includes a President, Vice-President, 
Chairman, Vice=Chairman, Secretary, Assist 
tant Secretary, Treasurer, Manager, member 
of CQttitatttee and other jiersons empoTieied 
under the rules or the by-laws of the Society, 
to give directions in regard to the business of 
the Society, whether they receive any rernu» 
ncration or not from the Society for their work, 
(i) a 'limited' society is a society, the liability of 
the members of which for the debts of the 
scjcieiy is limited (a) to the amount payable 
on the shares respectively held by the mem¬ 
bers, or(b)to such amount as the members 
may respectively undertake to contribute to 
the assets of the society, 

0) 'net savings' mean the surplus difference bet¬ 
ween the total income of a Society and the 
costs of its operation / 

(k) 'Patronage Dividend' means a share of the 
profits of a Society divided among its members 
in proportion to the volume of business done 
by ihexn society ftom ■whwh ^he. 

of the society were derived / 

(l) 'dividend' means a share of the profits of a 
Society divided among its members in propor¬ 
tion to the share capital held by them- 

CHAPTER II 

The Registrar 

3. (1) The President of the Union may appoint a 
^ar-^co^e person to be Registrar of Co-Operative Societies for the 
offunc- ^hole of Burma or any portion of u, and may appoint 

D«^ve a person or persons to assist such Registrar, and may. 
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fcy genera! or special order, confer on any such person 
or persons all or any of the powers ot a Registrar under 
the Act. 

(2) The Registiar in the exercise of his powers 
under this Act shall direct his policy for the develop.* 
ment and betterment of all societies and at the same 
time check and control any misuse of privileges and 
assistance afforded to co-operatives under this Act. 

CHAPTER III 

Registration of Societies—Manner and 
effects and privileges 

Subject to the ptovisions hereinafter contained, 
a society which has as its object the promotion of the 
economic Interests of its members m accordance with 
Co-operative principles, or a Society established with 
the object of facilitating the operations of such a Society, 
may be registered under this Act. 

5* Every application for the registration of a 
Society shall conform to the following requirements 

<a> The application shall be in ihc form prescrl-^ 
bed by the Rules and shall be accompanied 
by a copy of the proposed by-laws of the 
society,- which shall state the objects of the 
Society, and shall comply with the conditions 
prescribed in Section 18- 

<b) Where all the applicants are individuals, they 
shall include at least ten peisons above the 
age of 18 who thereby undeitake to become 
members of the Society. 

Where the cfcjeets cA Soerety the crea* 
tion of funds to be lent to its members and 
where all the applicants are individuals, all 
the applicants shall reside in the same town or 
village or in the same group of villages,- pro* 


Principles 
of State 
policy in 
regard to 
Societies- 


Societies 
which may 
be regis¬ 
tered. 


Applicatioa 
for regis¬ 
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Powers of 
Registrar 
to decide 
certain 
qtiestjons. 


Registra¬ 
tion of 
Societies. 


Limited li¬ 
ability to 
be set 

forth in the 
name of 
the Society. 

Division, 
transfer 
of assets, 
amalgama¬ 
tion and 
transfer of 
Societies 
from one 
class to 
another. 


vided that ite Regi'sirar may relax the above 
restrictions in suitable cases. 

<d) The application shall be signed by everyone 
of the applicants who is an indi\ iduaf and by 
a person duly authorised on behalf of every 
Society which is an applicant- 
(e) The application shall be presented to the 
Registrar and the applicants shall furnish to 
him all such information about the Society he 
may require 

The Registrar shaft decide all questions as to 
whether any application conforms to the requirements 
of sections 4 and 5. 


7- Iffhe Registrar is satisfied that (he application 
and the proposed by-laws are in order, he may unless 
for reasons communicated to the applicants he sees fit to 
refuse, register the Society with such by-laws and shall 
issue to the applicants a certificate of registration which 
shall be conclusive evidence that all the requirements of 
this Act and the rules in respect of registration have 
been complied with- In case of refusal to register, an 
appeal shall he to the President of the Union within two 
months from the date of receipt of the order of refusal. 

8. All Societies shall be registered under this Act 
as 'limited' and the word 'limited’ shall be stated as the 
last word m the name of each Society wherever the 
name appears. 

9. (1) Any society may by resolutions passed at the 
general meeting called for the purpose, resolve to 

(a) amalgamate a number of societies / 

<b) divide Itself into one or more societies / 

(c) transfer its assets and liabilities to another 
society, 

<d) alter Its class or type. 
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Such resolutions shall be submitted to the Registrar. 
If the Registrar approves such resolution or amendment 
he may register them. In case of refusal by the Regis* 
trar to register such amendment, an appeal shall lie to 
the Piesident of the Union of Burma, within two months 
from the date of the receipt of the older of refusal. 

(2) The Registrar shall if he deems it necessary 
•direct any of the proposals or changes enumerated in 
sub*section <1) above, for consideration at a general 
meeting of the society concerned The Registrar shall 
take action under this Act against societies which fail 
to consider such directive. The Registrar shall classify 
the societies in accoidance with the requirement of 
the rules, and his classification shall be Final. 

lO. The registration of a Society shall render it a 
body corporate by the name under which it is registered 
with perpetual succession and a common seal, and with 
power to hold property, to enter into contracts, to 
institute and defend suits and other legal proceedings 
and to do all things necessary for the purposes of its 
constitution. 

M. Every Society shall have a charge upon the 
share or interest in the capital and upon the deposits of a 
member or past or deceased membci m respect of any 
debt due from such member or past or deceased member 
to the Society and may set off any sum credited or 
payable to a member or past or deceased member in or 
towards payment of any such debt. 

12. <1) A copy of any entry in any booh, register 
or list regularly kept in the couise of business in the 
possession of a Co*operative Society shall, if certified 
in such manner as may be prescribed by the rules, be 
admissible in evidence of the existence of the document 
or entry. 

<2> In the case of such societies as the President of 
the Union by general oi special order may direct no 
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officer of a Society shall in any legal proceedtngs to 
which the Society is not a party he compelled to 
produce any of the Society's books, the contents of 
which can be proved under sub^section <1> or to appear 
as a witness to prove the matters, transactions and 
accounts therein recorded, unless by order of the Court 
or Judge made for special cause. 

13. Nothing in section 17, suh^section <1> clauses 
<b> and <c), of the Indian Registration Act, 1908, shall 
apply to^ 

<a) Any instrument relating to shares in a 
Society, notwithstanding that the assets of 
such a Society consist in whole or in part of 
immoveable property / or 
<b> Any debenture issued by any such Society 
and not creating, declaring, assigning, limiting 
Of extinguishing any right, title or interest to 
or in immoveable property except in so far as 
It entitles the holder to the Security afforded 
by a registered instrument whereby the 
Society has mortgaged conveyed or otherwise 
transferred the whole or part of its immoveab 
property or any interest therein to trustee 
upon trust for the benefit of the holders of 
such debentures , or 

<c> Any endorsement upon or tiansfer of any 
debenture issued by any such Society- 

14. The President of the Union of Burma may by 
notification m the case of any society or class of 
Societies remit* 

<a> income tax or super tax payable on class of 
profits, prescribed in the said notification in 
respect of the profits of the society. 

<b> scamp duty with which under any law for the 
time being in force, instruments executed by 
or on behalf of the society or by an officer 
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member relating to the business of the 
societj^, and 

<c> any fee payable under the law of registration 
for the time being in force 

15. Subject to the provisions of Section II, the 
share or interest of a member In the capita! of a society 
shall not be liable to attachment or sale under any 
decree or order of acouit of lustice in respect of any 
debt or liability incurred by such member, and no 
authority under the Insolvency law shall be entitled to 
or have any claim on such share or mter^t. 

16. A society may in respect of disposal of 
members' produce corjtraci with its members to the 
effect that every member dispose of his or her produce 
through the co-operative either in whole or m part, 
failure to carry out such contract shall entail action 
against such member under the terms of such contract 
as may be laid down by the society. 

17 . Notwithstanding anything contained in any 
other enactment, the Government of the Union of 
Burma and the Governments of the constituent units may, 
subject to such rules as may be prescribed in this behalf, 
grant loans to, take shares in, or give financial assistance 
in any other form to any Society. 

CHAPTER IV 

By-laws and Amendments to By-laws 

18. The original by-laws accompanying the appli¬ 
cation for registration, as prescribed m Section 5 (a), 
shall contain, besides the obfects of the Society, all the 
detailed provisions regarding the consutution and work¬ 
ing of the Society, including all the subjects specified 
in the rules. They should, as far as may be, follow the 
model by-laws framed by the Registrar- The original 
by-laws get their validity upon registration by the 
Registrar under section 7. 
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19.(1) Any society may, subject to the provisions 
of this Act and the rules made thereunder, amend its 
by»laws includinsr the by<*faw declaring the name of the 
Society. 

(2) No amendment of the by/»Iaws of a society 
shall be valid until the same has been registered under 
this Act, for which purpose a copy of the Amendment 
shall be forwarded to the Registrar. 

(3) If the Registrar is satisfied that any amendment 
of the by-laws ts not contrary to the Act or to the rules, 
he may register the amendment. In case of refusal, an 
appeal shall he to the President of the Union within two 
months of the date of receipt of the refusal 

(4) An amendment which changes the name of a 
Society shall not affect any right or obligation of the 
Society or of any of the members or past members, 
and any legal proceedings pending may be continued by 
or against the Society under its new name. 

(5) When the Registrar registers an amendment of 
the by,>laws of a Society, he shall issue to the Society 
a copy of the amendment certified by him, which shall 
be conclusive evidence that the same is duly registered. 

CHAPTER V 

Membership —Righls and Liabilities 

20. (1) No person shall, save as otherwise pro^* 
vided in sub*section (2), exercise the rights of a member 
of a Society unless or until he has made such payment 
to the Society in respect of membership or acquired 
such interest in the Society, as may be prescribed by 
the rules or by the by-laws of the Society. 

(2) In the case of a Society registered after the 
commencement of this Act, the persons who have signed 
the application to register the Society may elect a com-* 
mittee to conduct the affairs of the Society for a period 
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ofifiree months fiom the date of registration or for such 
further period as the Registrar may consider desirable. 

Provided that the Committee shall cease to function 
as soon as the members of the Society have elected a 
Committee in accordance with its by»laws. 

21. Every society shall keep a register or list of 
members oi shares, which shall be pnma facie evidence 
of any of the following particulars entered therein / 

<a) the date on which the name of any person 
tvas entered in such register or list as a 
member y and 

(b) the date on which any such person ceased to 
be a member, 

^2. <1> A general meeting of the members shall be 
called for by the Committee within a period of three 
months after the date Kited for making up the accounts 
for the year under the rules. 

<2) A special general meeting may he called for at 
any tunc by a maionty of the Committee and shall be 
called within one month: 

<a> On the requisition m writing from such 
number of members or proportion of the total 
number of members as may be prescribed in 
the bylaws of the Society, or 
<b> at the instance of the Registrar, or 
<c) in case of a society which is a member of a 
federal society, at the instance of the Com* 
mittee of such federal society 

<3> If the general meeting is not called for m accor.® 
•dance with sub=section t2), <a> <b>. and (c) above, the 
Registrar shall have power to call a general meeting of 
ithe Society himself. 

23. Votes of members shall be as prescribed In the 
rules. 

24. If the bylaws of a Society so provide, any 
member of the society may nominate a person by name 

41 
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or designation to whom, on such member's death, his 
share or interest shall be transferred and any money due 
to him from the Society shall be paid. 

15. No member, other than a society as member 
shall bold more than one^fifth of the share capital of 
the Society, or have any interest in the shares of the 
Society exceeding three thousand kyats provided that 
such amount shall not exceed one-fifth of the share 
capital. 

26. No transfer by a member of his share or 
interest in a Society shall be valid unless — 

<a) he has held such share or interest for not less 
than one year / and 

<b> the transferee is a member of such society 
or a person whose application for membejship’ 
has been accepted or is another society / and 
<c> the transferee IS not piohibited from holding 
such share or interest by the provisions of this 
Act or the rules or the by laws of the Society, 
relating to the maximum amount of a member's 
holding. 

27 . When any member of a Society dies (a) the 
committee may transfer his share or interest to the 
nominee, if any, nominated in accordance with sectiori 
24, or if the existence and residence of such nominee, 
cannot be ascertained by the Committee or for any other 
reason such transfer cannot be made without unreason." 
able delay, the Committee may transfer such share or 
interest to any person who (notwithstanding the absence 
of probate, letters of administration or succession certi" 
ficate) appears to the Committee to be entitled to posse* 
ssion of such share or interest as part of the estate of the 
deceased member, provided always that the transferee 
shall be a person who is qualiEed to be the transferee of 
such share or interest in accordance with section 26;- 
(b) if the nominee nominated in accordance v, ith Seclion 
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24 or the person appearing to be cnthled as aforesaid 
is not qualified in accordance with section 26 to be 
transferee of the share or interest of the deceased 
member, the committee shall pay to the nominee, or to 
the person appearing to be entitled as aforesaid, the 
value, as determined in accordance with rules, of the 
share or interest of the deceased member and may trans® 
fer the said share or interest to another person qualified 
in accordance with Section 26 to be the transferee of the 
said share or interest on receiving from such person the 
value thereof. 

28 AH moneys due from a Society to a deceased 
member other than payments In respect of his share or 
interest in the Society shall be paid to the person nomi® 
nated in accordance with Section 24 / provided that, 
if no person has been so nominated or if the existence 
or residence of the nominee cannot be ascertained by the 
Committee or if for any other reason payment cannot be 
made to him without unreasonable delay, the committee 
may pay such moneys to any peison appearing to the 
Committee to be entitled to possession of the money as 
part of the estate of the deceased member. 

29. When a member of a society is expelled or 
resigns in accordance with the rules or the by=laws of the 
Society or when a member becomes permanently insane, 
the committee may transfer his share or interest to 
another person qualified in accordance with Section 26 
to be the transferee, on payment to the member who is 
expelled or resigns or to the guardian of the member who 
becomes insane, of the value, determined m accordance 
with the rules or the by»Iaws of the Society, of the said 
share or interest. 

30. When a member of o society, being itself 
another society, is ordered to be wound up under section 
53 or section 54 and a liquidator has been appointed 
under section 55/ the value of the share or interest of 


Disposal 
of moneys 
due to a 
deceased 
member 
other than 
share or 
interest 


Disposal of 
share or 
interest of 
expelled 
resigned or 
insane 
members. 


Disposa} of 
share or 
interest of a 
member of 
a society if 
wound up. 



Applies* 
tion of the 
Govt. 

Savings Act 
in certain 
cases. 


Dischaige 
of persons 
fcom 

liability to 
make 
transfer or 
payment. 

Cessation 
of member¬ 
ship. 


644 THE LAW AND PRINaPLES OF CO-OPERATION 

the society ordered to be wound up shall, on the apph» 
cation of the liquidator, be paid to him and the shate or 
interest may be ttansfeiied by the committee to another 
person or society, qualified in accordance with section 
26 to be the transfeiee on receivinff from such person or 
society the financial value aforesaid. Provided that the 
Registrar Co-opeiative Societies consideis that such 
payment shall not impair the financial stability of the 
Federal Society. 

31. Subject to the provisions of sections 27,28,29 
and 30 if any person to whom any money is due from 
a Society dies or is a minor or becomes insane or 
otherwise incapable of managing his affairs, the pro^ 
visions of the Governmciu Savings Banks Act, 1873, 
shall apply mutatis mutandis to the payment of such 
money and the powers conferred by that Act upon the 
Secretary or any officer empowered under section 4 of 
that Act shall be experienced by the Committee of the 
Society. 

32. When any transfer or payment is made in 
accordance with the provisions of Sections 27, 28, 29, 
30 or 31 the Society and all persons shall be dischaiged 
from all liability to make such transfer or payment. 

33. Membership in a Society shall be terminated 
by .— 

(a) death / 

(b) ceasing to hold one full share f 

(c) resignation after due notice provided that the 
member is not in debt to the society as prm.» 
cipal or surety. 

(d) ceasing to reside within the area of operations 
described in the by-laws. 

ptitritmeriT m s anifry. 

(f) becoming permanently incapable of managing 
his affairs for any other reason > 
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(g) expulsion by the general meeting in accord¬ 
ance with the provisions of rules or the by^ 
laws of the Society. 

34. (1) The liability of the members of every Society 
for payment of the debts of the Society on its dissolution 
shall be joint and several but subject to such limitation 
of amount as shall be provided by the bylaws. 

(2) Subject to any limitation of liability existing 
at the date of dissolution, persons who have ceased to 
be member of a society shall, for a period of two years, 
retain their liability as member / provided that a past 
member shall not be liable to contribute in respect of 
any debts of the Society which can be satisfied by 
contributions from present members, or In respect of 
any debt contracted after he ceased to be a member. 

<3> The estate ot a deceased member shall be in 
like manner and subject to the same restrictions for a 
period of two years from the time of his decease- 

CHAPTER VI 

Dunes and responstbiUues of societies. Their 
properties and Funds. 

35. Every Society shall have an address, registered 
in accordance with the rules, to which all notices and 
communications may be sent, and shall send to the 
Registrar notice of every change thereof within thirty 
days of such change. 

36. Every society shall keep open, to inspection 
free of charge at all reasonable times at the registered 
address of the Society: 

<a> a copy of the Act, 

<b> a copy of the rules, 

<c> a copy of the by.=laws of such society, 
and <d> a register of its members. 
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Every sodety shall make provision initsby.» 
laws for taking adequate security or bond from its 
officers and employees handling funds, securities stock 
or other valuables. 

38. (1) Every Socaety shall keep a set of books pre= 
scribed by the rules or the by-laws of such Society, to 
record its business operations. 

(2) Every society shall within the period and the 
manner prescribed in the rules or the by;=laws, prepare 
once at least every year a statement of its affairs. 

<3) Every society shall also cause its accounts audi* 
ted once at least every year by a person authorised in 
this behalf by the Registrar, by special or general order- 

<4> The audit under sub'section <3> shall include an 
examination of overdue debts if any, the verification 
of cash balance and securities and other stock and valu* 
ation of assets and liabilities of the Society- 

(5) The Registrar or the person authorised by him 
under sub'Seccion <3> shall, at all reasonable times, have 
free access to the books, accounts, documents, securities, 
cash and other properties belonging to or in the custody 
of the society and may summon any person in possession 
of or responsible for any such books, accounts, docu* 
ments, securities, cash and other properties to produce 
the same at any place at the headquarters of the 
Society or any branch thereof. 

<6) Every officer, agent, servant or members of the 
Society shall furnish such information and render such 
assistance as may be reasonably required for the purpose 
of such audit 

39. Except with the general or special sanction of 
the Registrar or any officer authorised by him on his 
behalf a society shall not make a loan to any person 
other than the member. Loans issued to co-operative 
societies shall be governed by directives issued in 
accordance with the rules framed under this Act. 
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40. A society shali receive deposits and loans from 
persons who are not members or from any Government 
Of from any Bank, Board or other institution constituted 
i>y Acts of Parliament or Statutory Orders only to such 
extent and under such conditions as may be prescribed 
•by the Registrar Of by the rules or bylaws, and shall in 
respect of such deposits or loans make such provision for 
the maintenance of fluid resource as the Registrar may, 
by general or special order in this behalf, prescribe. 

41. The transactions of a Society with persons 
other than members shall be subject to such other 
prohibitions and restrictions, if any, as the President of 
the Union may, by rule prcscribe- 

42. <1> A Society may invest Of deposit such part 
of its funds as cannot be applied immediately or at an 
oarly date to its purposes— 

<a> In the Government Saving Banks, or 
<b> in Promissory notes, debentures, stock, or 
other securities of the Government of the 
Union of Burma or its constituent units or 
guaranteed by such Government, or 
<c> in the shares or on the security of any other 
society, or 

<d> with any bank or person carrying on the 
business of banking approved for this purpose 
by the Registrar, or 

<e> in any other mode permitted by the rules. 

<2) Any investments or deposits made before the 
commencement of this Act, which would have been 
valid if this Act had been m force, are hereby ratified 
and confirmed. 

43. No society shall pay a Avidend to its members 
on their share capital from any other funds, except net 
savings of the current year- Such dividend shall not 
exceed ten per cent of thcic share capita!. 
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44- <1> Every Sodety which does or can deiive 
net savings from its transactions shall maintain a reserve 
fund. 

<2> At least Jth of the net savings of every society 
each year shall be carried to the reserve fund, unless 
otherwise prescribed in the Rules. 

(3) Such reserve ftind may be u-ted in the business 
of the society or may be invested in the manner pres» 
cribed in Section 4Z. 

(4) Every society which pays a dividend on share 
capital to the members shall contribute to a fund for 
education and supervision maintained by the Registrar 
or by a federal society established for the purpose at 
such rate as may be prescribed by the rules 

(5) Subject to the provisions of Section 43, the 
balance of the net profits of a Society, after malting the 
prescribed provision for the reserve fund and contribu-- 
tion for the fund for education and supervision may,, 
together with any available profits of past years, be dis» 
tfibuted among its members to such extent and under 
such conditions as may be prescribed by the rules or 
by-laws. 

45. Any Society may establish a provident fund 
for Its members or officers or servants out of the contri¬ 
butions from such members or officers or servants, as 
the case may be, in accordance with by-laws made by 
the Society in this behalf and may contribute to such 
provident fund from its net savings, after the prescribed 
payments have been made to the reserve fund and fund 
for education and supervision, at such rates as may be 
piescribed in the by-laws. 

46. Any Society may, after the prescribed pay¬ 
ments have been made to the reserve fund and fund for 
education and supervision, contribute an amount not 
exceeding 10 per cent of the remaining net savings over 
to religious or any ctuiritable purpose. 
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CHAPTER VII 

Inquiry, Inspection, Surcharge, Conditional 
Attachment of property, supersession, 
dissolution and Arbitration 

47.(1) The Registrar may of his otrn motion, by 
himself or by a person duly authonsed by him in this 
behalf, hold an inquiry into the constitution, working 
and financial condition of a Society. 

(2) The Registrar shall hold such an enquiry as is 
contemplated in Sub*seciion (1)— 

(a) on the application of a majority of the Com* 
mittee of the Society, or, 

(b) on the application of not less than one*third of 
the members of the society, or, 

(c) on the requisition of a Society in respect of 
one of its members, such member being Itself 
a Society. 

13) The Registrar or the person authorised by him 
under sub'section (1) shall have the following powers, 
namely 

(a) He shall, at alt reasonable times, have free 
access to the books, accounts, documents, 
securities, cash and other properties, belong¬ 
ing to Of in the custody of the Society and 
may summon any person in possession of or 
responsible for the custody of any such books, 
accounts, documents, securities, cash or other 
properties to produce the same at the head* 
quarters of the Society or any branch thereof. 

(b' He may summon any person whom he has 
reason to believe has knowledge of the affairs 
of the Society to appear before him at any 
place at the headquarters of the Society or 
any branch thereof and may examine such 
person on oath- 
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(c) He may, notwiifistandfng any rule or by-=Iatrs 
prescribing the period of notice for a general 
meeting of the Society, call a general meeting 
at such lime and place at the headquarters 
of the society or any branch thereof and to 
determine such matters as may be directed by 
him. If the officers of the Society refuse or 
fail to call such a meeting he shall have power 
to call it himself. Any meeting called under 
this sub-section shall have all the powers of a 
general meeting called under the by-laws of 
the Society and its proceedings shall be regu* 
lated by stich by>laws. 

(4) The result of any enquiry under this section 
shall be communicated to the society whose affairs have 
been investigated. 

48 (1) The Registrar shall, on the application of 
a creditor of a Society, inspect, or direct some person 
authorised by him by order in writing in this behalf, to 
inspect the books of the Society, provided that — 

(a) (he applicant satisfies the Registrar that the 
debt IS a sum then due and that he had deman> 
ded payment thereof and has not received 
satisfaction wnhm a reasonable time, and 

(b) the applicant deposits with the Registrar such 
sura as security for the costs of the proposed 
inspection as the Registrar may require. 

(2) The Registrar oi the person authonsed by him 
under sub-section (1) shall have all the powers of the 
Registrar when bolding an inquiry under section 47. 

(3) The Registrar shall communicate the results of 
any such inspection to the creditor and the Society. 

49. Where an inquiry is held under section 47 or 
an inspection is made under section 48, the Registrar 
may, after giving the parties an opportunity to be heard, 
apportion the costs or such part of the costs as he may 
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think right, be 'ween the Society, the members or credi* 
tor demanding an inquiry or inspection, the officers or 
former officers and member or past members of the 
Society. 

50, (1> If the Registrar, after an inquiry has been 
held under section 47 or inspection made tinder section 
48, considers it necessary or expedient in the interest of 
the society, whose affairs have been investigated to do 
so, he may appoint a suitable person or persons to assist 
and advise the committee in the management of affairs 
of the society for such period as he may think fit, and 
fix his remuneration which shall be paid out of the 
funds of the Society. 

The person so appointed shall have the right to 
attend all meetings of the Committee and the general 
body and take part in their proceedings but shall not 
have the right to vote He shall work under the direo 
tjon and control of the Registrar. In the event of his 
taking objection in writing to any decision of the com¬ 
mittee or general body on the ground that such decision 
is detrimental to the interest of the society, such objec¬ 
tion shall forthwith be recorded m the minutes of the 
meeting at which the decision was made, and the deci¬ 
sion shall not be acted upon except with the approval of 
the Registrar. 

51. <1) If, in the opinion of the Registrar, the Corn- 
mittee of any society is mismanaging the affairs of the 
Society or not functioning properly, he may, by order 
in writing, after giving an opportunity to the Committee 
to state its objections, if any, dissolve the committee 
and appoint a suitable person to manage the affairs of 
the Society for a specified period not exceeding one 
year. The period specified in such order may. at the 
■discretion of the Registrar, be extended from time to 
time provided that such order shall not remain in force 
for more than four years in the aggregate Every order 
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of the Registrar under this suh=section shall state the 
reasons for which it is made and shall be communicated 
to the society concerned. 

<2) The person so appointed shall have power, 
subject to the control of the Registrar, to exercise all or 
any of the functions of the society or of any officer 
thereof, and to take such action as may be required in 
the ii^ierest of the Society. 

(3) The RcgKtrar may fix the remuneration payable 
to the person so appointed, which, along with the other 
costs, if any, incurred in the management of the Society 
shall he payable from its funds. 

<4> If during the period of supersession under 
sub-section (1) the Registrar considers It expedient that a 
new committee should be appointed to manage the 
affairs of the Society, he may, and on the termination oF 
the period of supersession thereof shall, direct the 
society to elect a new committee- If the society refuses 
or fails 10 act in accordance with the said direction, the 
Registrar may, notwithstanding any rule or by-law 
prescribing the period of notice for a general meeting of 
the society call such a meeting and a meeting so called 
shall have the powers of a general meeting called 
under the by-laws of the Society and its proceedings 
shall be regulated by such by-laws- 

(5) The Committee newly elected shall not enter 
office prior to the approval of each member so elected 
by the Registrar 

(6) Until a new Committee is elected and appro¬ 
ved by the Registrar, the person appointed under sub¬ 
section (1) to manage the affairs of the Society shall 
continue in office- 

The Jiegistrar shall have po'^er to give direc¬ 
tions to such person from time to time and to remove 
him from office and appoint another in his place. 

<5> Nothing in this Section shall be deemed toaffect 



APPENDIX V 


653 


the powers of the Registrar to order the winding up of 
the Society under section 53 or to cancel the regtscra* 
tion of the Society under section 58 (2). 

<9) An appeal shall lie from an order of the Re» 
gistrar under sub»section (1) within two months from the 
date of receipt of the order to the Society concerned to 
the Piesident of the Union and the orders of the Presi* 
■dent on such appeal shall he final- 

52. If, in the opinion of the Registrar, any past or 
present officer or past or present member has mis» 
managed or been a party to the mismanagement of a 
society, the Registrar may, by order «o writing, after 
-giving the party concerned an opportunity to state his 
objections, disqualify such party from membership of 
the Committee or post of any officer of the society, for 
a period, not exceeding three years, to be specified in 
the order. Every order of the Registrar under this sub» 
section shall state the reasons for which it is made and 
shall be communicated to the society and party con* 
cerned. No person so disqualified shall be elected or 
appointed as the case may be or hold office during the 
period of disqualification 

(2) An appeal shall lie from an order of the Re^ 
gistrar under sub=section (I) to the President of the 
Union within two months from the date of receipt of the 
•order and the orders of the President on the appeal shall 
be final. 

53. <1> If the Registrar, aficr an inquiry has been 
held under Section 47 or after an inspection has been 
made under Section 48 or on the receipt of an applica¬ 
tion made by not less than tbree.’fourths of the members 
of a society, is of opinion that a society ought to be 
dissolved, he may order the society to be wound up. 

<2> Any member of the society may, within two 
months from the date of an order made under subjection 
<1), appeal to the President of the Union from such order. 
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(3) Where no appeal is presented vpiih'm iw^o months 
from the making of an order for the winding up of a 
society, the order shall take effect on the expiry of that 
period. 

<4> Where an appeal is presented within two 
months, the order shall not take effect until it is con* 
hrmed by the appellate authority- 

54. In the case of a society of which all the mem* 
bers arc individuals, the Registrar may order the Society 
to be wound up if at any time it IS proved to his satis* 
faction that the number of members has been reduced to 
less than ten- 

55. Where the Registrar has passed an order under 
Section 53 or Section 54 for the winding up of a society^ 
he may foiihwuh appoint a competent person to be 
liquidator, and such person shall have power, notwith* 
standing anything in section 53 relating to the time when 
the order for winding up shall take effect, to take 
immediate possession of all assets belonging to the 
society, and of all books, records and other documents 
and cash and other valuables belonging to the society 
and to carry on the business of the society so far as may 
be necessary for the beneficial winding up of the same. 

5®. Cl) Subject to any rules that may be made under 
this Act, the whole of the assets of the society shall, on 
the appointment of a liquidator under Section 55, vesr 
in such liquidator 

<2) The Liquidator shall, as soon as the order of 
winding up lakes effect, have power, under the contiol 
of the Registrar — 

<a> to realise the assets by sale or otherwise/ 

<b) to institute and defend suits and other legal' 
proceedings on behalf of the society by name 
or by designation including referring of disputes 
for arbitration under Section 60, and issuing 
requisitions to the Collector for recovery of 
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sums, ordered to Se recovered by bun, as 
arrears of land revenue under Section 63... 

(c> from time to time to determine the debts pay* 
able and the contribution to be made or re* 
maining to be made by the members or past 
members or by the estates or nominees, heirs 
or legal representatives of deceased members 
or by any officer, to the assets of the society, 

(d) to investigate all claims against the society, 
and, subject to the provision of this Act, to 
decide questions of priority arising betw'een 
claimants/ 

(e) to pay claims against the society (including 
interest up to the date of the ’winding up 
order) according to their respective priorities, 
if any, in full or ratcably, as the assets of the 
society permit/ the surplus, if any, remaining 
after the payment of the claims being applied 
in payment of interest from the date of the 
winding-up order at a rate fi.xcd by him bur 
not exceeding the contract rate in any case / 

<f> to determine by vhat person and what 
proportions the costs of liquidation are to be 
borne t 

<g> to give such directions in regard to the 
collection and distribution of the assets of the 
society as may appear to him to be necessary 
for the winding up of the affairs of the society. 

G) Subject to the provisions of the rules, the 
liquidator shall, in so far as such powers are necessary 
for carrying out the purposes of this section, have 
power to summon and enforce the attendance of 
witnesses and to compel the production of any boohs, 
documents, securities, cash or other properties belonging 
to or in the custody of the Society by the same means 
and <so far as may be) in the same manner as is 
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provided in tSe case of a Qvil Cotirf under the Code 
of Civil Procedure of 1908. 

<4> Orders made under this Section shall, on 
application, he enforced By any civil court having local 
jurisdiction tn the same manner as a decree of such 
court. 

<5> The Registrar shall have power to issue direct 
tions to the liquidator from time to time, to remove him 
and to appoint another in his place. 

<6> When the affairs of the society have been 
wound up, liquidator shall deposit the records of the 
society in such place as the Registrar may direct. 

<7> Any person aggrieved by any order of the 
liquidator may appeal to the Registrar against such 
order within two months from the date of issue of the 
order. 

57. Save In so far as expressly provided in this Act, 
no Civil Court shall take cognizance of any matter 
connected with the winding up or dissolution of a 
society under this Act, and, when a liquidator has been 
appointed, no suit or other legal proceedings shall he 
or be proceeded with against the society except by 
leave of the Registrar and subject to such terms as may 
be imposed 

58. <1> The Registrar may cancel an order for the 
winding up of a society in any case where, in his 
opinion, the society should continue to exist. 

<2> In any other case the Registrar shall, after 
considering the final report of the liquidator, if any has 
been appointed, order the registration of the society to 
be cancelled, and thereupon the society shall cease to 
exist as a Corporate body. 

59. <1> Where in the course of an audit under 
Section 38 or an inquiry under Section 47 or an inspec.? 
lion under Section 48 or the winding up of a society, it 
appears that any person who has taken part in the 
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organisation or management of the society’ or any past 
or present officer of the society has misapplied or 
retained or become liable or accoantable for any’ money 
or property of the society or has been guilty of mis= 
feasance or breach of trust in relation to the society, 
the Registrar may’, of his OMm motion or on the applica= 
lion of the officer conducting the audit or holding the 
inquiry or inspection or of the liquidator or Committee 
or any' creditor or contributory, examine into the 
conduct of such person, and. after gi\ing reasonable 
opportunity to the person concerned to submit his 
explanation, make an order requiring him to repay or 
restore the money or property or any pan thereof 
respectively trith interest at such rate as the Registrar 
thmhs lUst or to contribute such sum to the assets of 
the sociery by way of compcnsadon in regard to the 
misapplication, retainer, misfeasance or breach of trust 
as the Registrar thinks tust 

G) An appeal shall he ro the President of the 
Union from the order of the Registrar under sub»section 
<1> within two months of the date of receipt of such 
Order. 

<3> This Section shall apply notwithstanding that 
the act IS one for which the offender may be criminally 
liable 

60. <1> If a dispute touching the constitution or 
business of a society' arises — 

<a) Among members, past members and persons 
claiming through members, past members and 
deceased members, or 

<b> between a member, past member or person 
claiming through a member, past member or 
deceased member and the society’, its 
committee or any' officer, agent or serx’ant of 
the society, or 

<c) between the society' or its comtniuee and any 
42 
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past committee, any officer, ajent or servant, 
or any past officer, past ag^ent or past servant, 
or the nominee, heirs or legal representatives 
of any deceased officer, deceased agent, or 
deceased servant of the society, or 

(d) bettrecn the society and any other society’, 
such dispute shaH be referred to the Registrar 
for decision 

Explanation' A claim by a society for any debt or 
demand due to it from a member, past member or 
the nominee, heir or legal representative of a deceased 
member, Thether such debt or demand be admitted or 
not, is a dispute icnhin the meaning of this sub-section. 

(2) The Registrar may, on receipt of such reference, 

(a) decide the dispute himself, or 

(b) transfer it for disposal to any person who has 
been invested by the President of the Union 
With powers in that behalf, or 

tc} subject to such rules as may be prescribed, 
refer it for disposal to an arbitrator or arbi¬ 
trators 

(3l Subject to such rules as may be prescribed, the 
Registrar may withdraw any reference transferred under 
clauses (b) or (c) of subjection (2) and deal with it in 
the manner prescribed in the sub-scctton. 

(4) The Registrar may, of his own motion or on the 
application of a parry to the reference, revise any deci¬ 
sion thereon by the person to whom such reference was 
transferred or by the arbitrator or arbitrators to whom 
It was referred- 

<5} The President of the Union may, oi the 
applicaoon of a party to a reference, revise any deci¬ 
sion thereon by the Registrar under clause (a) of sub¬ 
section (2) 

(6) Any decision passed by the President under 
sub-section (5) and by the Registrar under sub-scctlon 



APPENDIX V 


659 


(4) shall be final and shall not be called in question in 
any Civil or Revenue Court. 

(7) Save as otherwise provided in sub^sections <4) 
and (5) any decision that may be passed by the Regis* 
trar or by the person to whom a reference is transferred 
or by the arbitrator or arbitrators to whom it is referred, 
shall be final and shall not be called in question in any 
Civil or Revenue Court. 

61 . (1) Where the Registrar is satisfied on the 
application of a society, liquidator or otherwise that any 
person with intent to delay or obstruct the execution 
of any order that may be passed against him under 
Section 49, 56, 59, and 60, 

(a) is about to dispose of the whole or any part of 
his property, or 

(b) is about to remove the whole or any part of 
his property from the local limits of the luiis* 
diction of the Registrar/ 

The Registrar may, unless adequate security h fur* 
Dished, direct the conditional attachment of the said 
property or such part thereof as he thinks necessary and 
such attachment shad have (he same effect as if it had 
been made by a competent Civil Court- 

<2) The Registrar may, in order to prevent the 
ends of )ustice being defeated, make such order as may 
appear just and convenient, relating to the properties 
directed to be attached undei sub*sectlon {!) The said 
order shall have the same effect as the order of a Civil 
Court having competent authority^ 

<3) The order made under this sub*section shall, on 
application by the Registrar, be enforced by any Civil 
Court having furisdiction as a decree of such court 

62 ( 1 ) Wherever in this Act it is provided that the 
Registrar, before issuing an order or giving a decision, 
shall give an opportunity to the party concerned to 
give his explanation or state his case prior to the issue 
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of such order or giving of such decision, the Registrar 
may, in order to prevent the ends of justice being defeat* 
ed, make such interlocutory orders pending the issue 
of such order or the giving of such decision as may 
appear to be iust and convenient- 

(2) Wherever in this Act a provision has been 
made for an appeal from the orders or decisions of the 
Registrar to the President of the Union and such appeal 
is preferred, the President may, to prevent the ends of 
justice being defeated make such interlocutory oiders as 
may appear to him to be fust or convenient or such 
orders as may be necessary for the ends of justice or 
to prevent the abuW of the process of appeal to the 
President- 

Recov«T> 63 Any amount due under an Older or award or 
under decision, as the case may be, passed under sections 49, 

dersordeei- 56, 59 and 60 after confirmation by the appellate autho« 
awardVisiu- nty if an appeal has been preferred, shall, if not paid in 
?hii*AcV ordinary course, be recovered ihrough either or both 

of the following methods . 

(a) on a certificate signed by the Registrar or by 
an officer duly authorised by him for this piu^ 
pose, such order or award or decision be deem* 
ed to be a decree of a Civil Court and shall 
be executed m the same manner as a decree 
of such courts 

(b) such order or award or decision be executed 
according to the law and under the rules for 
the time being in force for the recovery of 
arrears of land revenue, provided that any 
application For the recovery in such manner 
of any such sum shall be accompanied by a 
certificate signed by the Registrar, or by an 
officer duly aiiihonsed !)>’ him for this purpose- 
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CHAPTER VIII 
Oifences and Penall^e^ 

64. (1) It shall he an offence under this Act If, Offences. 

(a) a society or an officer or member thereof 
fails without reasonable excuse, to give any 
notice, send any return or document, do or 
allow to be done anytbinf which the society, 
officer or member is by this Act required to 
give, send, do or allow to be done, or 

(b) a society or an officer or a member thereof 
wilfully neglects or refuses to do any act or 
to furnish any information required for the 
purposes of this Act by the Registrar or other 
peison duly authorised by him in writing in 
this behalf, or 

(c) a society or an officer or member thereof wil» 
fully makes a false return or furnishes false 
information, or 

(d) any person wilfully or without reasonable 
excuse disobeys any summons requisition or 
lawful written order issued under the provu 
sions of this Act or does not furnish any 
information (awfully lequired from him by a 
person authorised to do so under the provu 
sions of this Act- 

(2) Any person punishable under sub section (.1), 
para (a), (b), (c) oi (d) shall be fined upto Kts. 500 or 
imprisonment up to six months or both- In the case of 
societies the penalty of fine shall only operate. 

6S. Any officer of a society who wilfully lecom^ Penally for 
mends or sanctions, for his own personal use or benefit, benaim°^^ 
loan in the name of any person shall, on conviction, loans, 
be punishable with fine which may extend to five 
hundred kyats. 
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^6. (1) No person other than a society shall trade 
Of carry on business under any name or title of which 
the word "Co-operative" is part, without the sanction 
of the Registrar- 

Provided that nothing in this Section shall apply to 
the use by any person or his successor in inteiest of 
any name or title under which he traded or carried on 
business at the date on vdnch the Act (Burma Co* 
operative Societies Act, Vi of 1927) came into opera* 
non 

(2) Whoever contravenes the provisions of sub¬ 
section (1) shall be punishable with fine which may 
extend to fifty kyats and in the case of a continuing 
offence with further fine of five kyats each day on which 
the offence is continued aftet conviction thereof. 

67. (1) No court infenoi to that of Magistrate of 
the first class shall try any offence under this Act 

(2) No prosecution shall be instituted under this 
Act without the previous sanction of the Registiar, 
which shall not be given without giving the patty coo- 
ceincd an opportunity to be heard. 
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68 The President of the Union or the Registrar may 
call for and examuic the record of any enquiry or the 
pi oceedmgs of any officer subordinate to them for the 
purpose of satisfying himself as to the legality or pro* 
pnety or regufanty of the proceedings of such officer. If 
in any case it shall appear to the President or the Re* 
gistrar that any decision or order or proceedings so 
called for should be modified, annulled or reversed, the 
President oi the Registrar, as the case may be, may 
pass such order theieon as he may deem fit. 
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69. <1> All sums due from a society or from an 
officer, former officer, member or past member or de» 
ceased member of a society as such to the Government 
including any costs awarded to the Government in any 
proceedings under the Act may be recovered as if they 
were arrears of (and revenue 

<2> Sums due from a society to the Government 
and recoverable under sub^section may be recovered, 
firstly from the property of the society, and secondly 
from the members, past members or the estates of de» 
ceased members subject to the limits of their liability 
under this Act. 

70. Notwithstanding anything contained in this Act, 
the President may, by special order in each case and 
subject to such conditions, if any, as he may impose, 
exempt any society from any of the requirements of this 
Act as to registration 

71. The Picsident may, by general or special order, 
exempt any society from any of the provisions of this 
Act or may direct that such provision shall apply to 
such society with such modifications as may be specified 
in the order. 

72. The provisions of the Burma Companies Act, 
shalf not apply to the co-»operative societies. 

73. <1) Every society now existing which has been 
registered under the co-operative societies Act, X of 
1904 or under the Co-operative Societies Act, II of 1912 
or under the Burma Co-operative Societies Act. VI of 
1927, shall be deemed to be registered under this Act, 
and its by-laws shall, so far as the same are not incon¬ 
sistent with the express provisions of this Act, remain in 
force until altered or rescinded. 

<2> All appointments, rules and orders made noti¬ 
fications and notices issued, and suits and other proceed¬ 
ings instituted under the Act specified under Sub¬ 
section (1) shall be, as far as may he, deemed to have 
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been respectively made, issued and instituted under this 
Act. 

ActsotSo- No act of a society or any Committee or of any 

to'bg iD-°* officer of the society, shall be deemed to be invalid by 
validated reason Only of some defect in the organization of the 

defects society or m the formation of the committee or in the 

appointment or election of the officer or on the ground 
that he was disqualified for his office- 
Rules 75 tl) The President of the Union may, for the 

whole or any part of Burma, and for any society or 
class of societies, make rules to carry out the purposes 
of this Act 

(2) In particular and without prejudice to the 
generality of the foregoing power, such rules may, 
subject to the specific provisions in the Act on various 
matters.-' 

(a) presenbe the maximum number of shares or 
portion of the capital of a society which may 
be held by a member, 

(b) prescribe rhe forms to be used and the condi' 
tions to be complied with in the making of 
applications for the registration of a society 
and the procedure in the matter of such appli» 
cations , 

(c> prescribe the procedure to be followed for 
amalgamation, division, transfer of assets of 
societies and transfer to another class under 
Section 9, 

<d) prescribe the matters in respect of which a 
society may or shall make by.»laws, and for 
the procedure to be followed in making, 
altering and abrogating by-laws and the 
conditions to be satisfied prior to such making 
alterations or abrogation. 

<<■> prescribe the conditions to be complied with 
by persons applying for admission or admitted 
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as members, and provide for ihe election 
and admission of members, and the payment 
to be made and the interests to be acquired 
before the exercise of the right of membership, 

(0 regulate the manner in ■which funds may be 
laised by means of shares or debentures or 
otherwise / 

(g) provide for ordinary and special general meet¬ 
ings of members and for the procedure at such 
meetings and the procedure for passing the 
resolutions and the powers to be exercised 
by, such meetings/ 

(h) provide for the appointment, suspension and 
removal of the memhefs of the committee and 
other officers and for the procedure at meet¬ 
ings of the committee and for the powers to 
be exercised and the duties to be performed 
by the committee and other officers, 

<i) prescjibing the conditions disqualifying mem¬ 
bership, appointment or election to committees 
and representing their societies in other 
societies, 

<j> prescribe the security or bond to be taken 
from officers and employees, accounts and 
books be kept by a society and provide for 
the audit of such accounts and the charges, if 
any, to be made for such audit and for the 
periodical publication of a balance sheet 
showing the assets and liabilities of a society , 

<k> prescribe the leturns to be submitted by a 
society to the Registrar and provide foi the 
persons by whom and the form in which such 
returns- shall be submitted, and, in case of 
failure to submit any such return, the alterna¬ 
tive method of getting them and for the levy 
of the expenses of preparing them / 
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<D provide for the persons by whom and the 
Foimtn which copies of entries in books of 
societies may be certified and for the charges 
to he levied for the supply of such copies ,• 
<ni> provide for the formation and maintenance of 
a register of members and of a register of 
shares, 

<n> provide foi the appointment of an arbitrator or 
arbitrators to decide disputes, the procedure 
to be followed m proceedings before the 
Registiar, arbitraioi or arbitrators or other 
person deciding disputes including the appoint* 
ment of a guardian for a party to the dispute 
who IS a minor or who, by reason of unsound¬ 
ness of mind or mental infirmity, is incapable 
of protecting his interests, the levy of the 
expenses incidental to such proceedings, and 
the enforcement of the decisions or award in 
such proceedings / 

<o> provide for fhe withdrawal and expulsion of 
members, for the mode in which the value of 
share or interest shall be ascertained, for the 
nomination of transferees and for the payment, 
if any, to be made to members who withdraw 
oi are expelled or become incapable of con¬ 
tinuing as member and for the liabilities of 
past members or the estates of deceased 
members, 

<p> prescribe the prohibitions and restrictions 
subject to which societies may trade with 
persons who are not members / 

<<!> prescribe the payments to be made and the 
condition to be complied with by members 
applying for loans, the period for which loans 
may be made and the amount which may be 
lent, to an individual member / 
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<i> provide for the formation and maintenance of 
reserve funds, and the objects to which such 
funds -may be applied and for the investment 
of any funds under the control of a society f 
(s) prescribe the extent to which a society may 
limit the numbers of its members, 

<t> prescribe the conditions undei which net 
savings may be distributed to the members 
of a society and the maximum rate of dividend 
on shares which may be paid by societies, 
the rate at which societies shall contribute to 
the education and supervision fund, 

<u> prescribe the procedure to be followed by a 
liquidator appointed under section 55, and 
provide for the disposal of the suiplus assets 
if any, of the society , 

<v) subject to the provisions of this Act, determine 
cases in which an appeal shall he from the 
orders of the Registrar, and prescribe the 
procedure to be followed m presenting and 
disposing of ali appeals under this Act, 

<w> prescribe the procedure to be followed by the 
Registrar for the issue of orders under Sections 
59,61 and 62, and by the President under 
Section 62. 

<x) prescribe the period for which and the terms 
under which aid may be given by Government 
to societies, 

<y> provide foi the custody of property attached 
under this Act, 

<z> provide for the inspection of documents in the 
Registrar's office and \he \evv of ices for grani= 
ing certified copies of the same , 

0) The power to make rules conferred by this 
Section IS subject to the condition of the rules being 
made after previous publication. 



668 TUB Law and PRlNail.ES of co-operation 


■Repea"!. 


(4) In making any rule under this Act the President 
of the Union maydiicct that any person committing a 
breach thereof shall, on conviction, be punishable with 
fine up to Kts. 500/ or imprisonment upto six months or 
both. 

74. TVie. BttsTisa So^^e\s^s Ax-t, VI 

1927, is hereby repealed. 



U P CO-OPERATIVE SOCIETIES ACT 
(UNITED PROVINCES ACT 111 OF 1919) 

iFurther amended byU.P. No" 

PeadesI, Ac, No 1,1 oi 1950 and U.P. Ac, No. X 
oi 1957) 

Whereas it is exped.em further to facihtate the fur- 

nation of cc-uperat,ve •'''7J,°raud 

thrift and self help among agriculmnsts, ' j 

persons of hmited means and for that purpos o amend 
L law relating to co-opera.ive sccet.es , ,t ,s hereby 
enacted as follows 

Preliimmnar) 

1. (1) This Act may be called the Co-operative 
Societies Act 1912 and •. i j ^ 

m" 

applicrWe to the territories for the 

leredbythe ^bv'lJV° Act 111 of 1950 to 

Vinces and further amended y • 

make it extend to the whole of Uttar Pradesh.) 

Sections 1 to I® q.., 

a ^nt of° the by-laws of a tegis- 
'I haTt" Id umd the same has been 

tered „h.ch purpose a copy of 

registered under this Aci, Registrar- 

the amendment shall be j. j ^ j amendment 

(2) If the Registrar .s satished tn 

of the by-laws IS the amendment, 

rules, he may, if he think 
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registered 
society. 
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<3> When the Rejistrar registers an amendment of 
the by.*laws of a registered society, he shall issue to the 
society a copy of the amendment certified by him which 
shall be conclusive evidence that the same is duly 
registered. 

Il-A. <1> Where the Registrar is of the opinion, 
whether on the representation of the society or any of 
Its members or otherwise, that an amendment of the by¬ 
laws of the society is necessary or desirable in the 
interest of the society or in public interest, he may, by 
order in writing to be issued to the society by registered 
post, require the society to make the amendment within 
such time as he may specify m such order. 

(2> On the failure of the society to make any such 
amendment within the time specified the Registrar may, 
after giving ihe society an opportunity ot being beard, 
register such amendment and issue to the society by 
registered post a copy of the amendment so certified by 
him, which shall be conclusive evidence that the amend¬ 
ment has been duly made and registered. A by-law so 
amended by the Registrar shall be a by-law of the 
society 

(3) An appeal shall he to the State Government 
from any order of the Registrar passed under sub- 
seciion (2) within two months from the date of the issue 
of such order. The order of the State Government on 
appeal and subiecf to the result of an appeal, if any, the 
decision of the Registrar shall be final. 

11-8. A society may by amending its by-laws 
change its name and such change shall in no case affect 
any right or obligation of the society or any of its mem¬ 
bers or past members or the heirs of the deceased mem¬ 
bers and any legal proceedings may be continued by or 
against the society under its new name. 

Il-C {!) A society may by amending its by-laws 
and subject to the provisions of section 4 and section 
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11 change its liability from 'limited' to 'unlimited' or 
vice-versa. 

(Z1 No amendment of a by*{aw relating to the 
change of liability of a society shall be registered by a 
Registrar, unless he is satisfied that 

(i) sufficient notice has been given to eveiy 
member of the society and all persons whose 
interests are in his opinion likely to be affec¬ 
ted by the proposed change of liability, and 
<i0 with respect to every such member or person 
who, in the opinion of the Registrar, is entit¬ 
led to object— 

<a) cither his assent has been obtained to the 
change, or 

(b) If he signifies his objection— 

<>) he is allowed to withdraw his share, if he is a 
member, 

00 hts debt or claim has been discharged oi 
determined and secured to the satisfaction of 
the Registrar within three months from the 
date of the notice- 

II*D (1) Subject to the approval of the Registrar, Amaigama- 
, , lion and 

any two or more societies may, by a resolution passed transfer of 
by a majority of the members present at a general f,a*bihucs^ 
meeting of each such society held for the purpose of societies, 
amalgamate as a single society , and the resolutions of 
the societies concerned shall, on such amalgamation and 
subject to compliance of the provisions below, vest the 
assets and transfer the liabilities of the amalgamating 
societies m the amalgamated society which shall be 
deemed to be duly registered under the Act / 

Provided that before the passing of such a resolution 
each member of the societies concerned shall be given 
fifteen days' clear notice of such a resolution together 
with the date and the place of the meeting. 

(2) The amalgamating societies shall, by resolu- 



672 THE UW AVO PRIVaPlJS OP CO-OPERATIOS 


Splmms <>' 
divuton of 
societies 


lions passed in accordance with the procedure laid doirn 
in suh=section (15, transfer afJ their assets and {labilities 
to the amafsamated society: 

Provided that when any such amalgamation involves 
the transfer of liabilities by any society, it shall be subject 
to three months' prior notice to creditors of such socie* 
ties, whose liabifities arc proposed to be transferred / 

Provided further that tf a creditor of any of the socie^ 
ty concerned object to such amalgamation by thirty 
days' notice in writing prior to the date of amalgama* 
uon to the societies concerned, the amalgamation shall 
not be made, unless the dues of such creditor have been 
satisfied 

It-E (1) Subject to (he approval of the Registrar, 
any society may. by a resolution passed by a tnaforicy 
of the members present at a general meeting of the 
society held for the purpose, resolve to divide itself 
into two or more societies / 

Provided that before passing of such a resolution 
each member of the society, and all persons whose 
interests are hkely to be affected by the resolution, shall 
be given thirty days' clear notice of such a resolution 
specifying the area of operation of, and the names of 
members of, each of the new societies together with the 
date and the place of meeting 

(2) Notwithstanding anything contained in sub> 
section (1) 

(a) any member of the society may, on receipt of 
a notice of a resolution for the division of the 
society, intimate his intention of not becoming 
a member of any or all of the societies , and 
lb) any person, whose interest is likely to be 
affected by the resolution, may, on receipt of 
notice of the resolution for the division of the 
societ>% demand satisfaction of his claim. 

(3) After the expiry of three months from ihedate 
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■of despatch of a copy of the preliminary resolution to 
al! the members and persons likely to be affected by the 
resolution, another special general meeting of the socie= 
ty, of \vhich at least fifteen days' clear notice shall be 
given to its members, shall be convened for considering 
the preliminary resolution, and If at such meeting the 
preliminary resolution is confirmed by a resolution 
passed by a majority of the members present either 
without changes or with such changes as in the opinion 
of the Registrar arc not material to the subiect»matier 
•of the preiiminary resolution, the Registrar may, subject 
to the provisions of sub»seciions (4) and t6), register the 
new societies and the by-laws thereof, after cancelling 
the registration of the old society, which shall be deemed 
to be dissolved from the date of such Cancellation- 

Explanation—The opinion of the Registrar as to 
whether the changes made uahe preliminary resolution 
are or are not material shall be final. 

(4) At a special genera) meeting referred lo m sub¬ 
section (3) a special rciofution shall also be passed for— 

(i) the repayment of the share capita! of all the 
members who have given notice under sub¬ 
section (2), and 

(li) satisfaction of the claim of the persons whose 
interests are likely to be affected by the reso¬ 
lution of division of the society and who have 
given notice under sub-section (2). 

(5) Where within such time as the Registrar may 
•consider reasonable, the share capital of the members 
or the claims of the persons likely to be affected by the 
resolution for the division of the society referred to in 
sub-section (4), is not secured or satisfied, the Registrar 
shall refuse to register the new societies. 

(6) Notwithstanding anything contained in the 
Transfer of Pioperty Act, 1882 or the Indian Registra¬ 
tion Act, 190S the legistraiion of ihenew societies shall 

43 
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be sufficient lo vest the assets and transfer the liabilities- 
of the original society in and to the new societies in the 
manner specified m the preliminary resolution as con* 
firmed under sub*section (3). 

II. P (!) The final authority of a society shall vest 
in the general body of its members in general meeting / 
Provided that, in such circumstances, as may be 
prescribed by the Registrar, the final authority may vest 
in the delegates of such members elected in the manner 
prescribed by the Registrar and assembled tn the meet* 
ing of the genera) body. 

(2) The meeting of the general body of the member 
of a society or of the delegates of such members, shall 
be summoned and shall exercise its authority in such 
manner aa may be prescribed. 

li. No member of a registered society shall exercise 
the rights of a member unless or until he has made such 
payment to the society in respect of membership or 
act^uired such interest in the society as may be pres* 
cribed by the rules or by*laws. 

Section 13 to 18—As in Act 11 of 1912. 

19. Notwithstanding anything contained in the Pro* 
vincial Insolvency Act, 1920 or m the Code of Civil Pro* 
cedure 1908, or m any other enactment relating to land* 
tenure for the time being in force, any debt or outstanding 
demand due to a society by any member past or present, 
or standing against the estate of any deceased member, 
shall, subject to any claim of the State Government 
arising from a Joan granted by it before, but not after, 
the grant of loan by the society and in respect of land 
revenue, or any sum recoverable as arrears of land 
revenue, be a first charge— 

(a) if such liebt or demand is due in respect of the 
supply of. Of any loans to provide the means 
for seed, manure, labour, subsistence, fodder 
for cattle or any other thing incidental to the 
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conduct of agricultural operations, upon the 
crops or agricultural produce of such member,- 
fb) if such debt or demand is due in respect of 
any loan to provide the means of paying the 
rent or revenue of the land, or for irriga* 
tion facilities, upon the land whose rent or 
revenue has been so paid, or as the case may 
be, the irrigation facilities provided/ 

(c) if such debt or demand is due in respect of 
supply of, or any loan to provide the means 
for the purchase of cattle, agricultural imple¬ 
ment or warehouse for the storage of agricul® 
tural produce, upon the crops and agricultural 
produce of such member and also upon the 
cattle, agricultural implements or warehouse 
so supplied or purchased wholly or in part 
from any such loan, at any lime within three 
years from the date on which the last instal* 
menr of such loan becomes repayable/ 

(d) if such debt or demand is due in respect of 
the supply of or, any loan for the purchase 
of raw materials, industrial implements plant 
and machinery, workshops, warehouses or 
business premises upon the raw materials or 
other things so supplied or purchased by 
such member and in the case of a debt or 
demand in respect of the supply or for the 
purchase of raw materials, also upon articles 
manufactured from such raw materials, 

(e) if such debt or demand is due in respect of 
any loan for the purchase or redemption of 
land purchased or redeemed, upon the land 
purchased or redeemed by such memher, past 
member, or deceased member, and 

(f) if such debt or demand is due in respect of 
any loan for the purchase or construction of 
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any house or building or any portion thereof 
or in respect of the supply of materials for 
such constructions^ upon the house or bull* 
ding or materials so purchased or constructed 
by such member •* 

Provided that along with the 'charge' created under 
sub.°section (1) a1) the property including any amount 
payable by a society to the indebted member shall be 
liable to attachment and sale in execution of a decree 
tn favour of the society lirespective of the object of the 
loan or the set off of sums due on the member of the 
society towards the payment of such debt. 

iO* As m Act n of 1912. 

21. Subject to the provisions of section 20, the 
share or interest of a member in the capital of a regis^ 
tered society shat] not be liable to attachment or sale 
under any decree or order of a Court of Justice In res* 
pect of any debt or liability incurred by such member, 
and neither the Official Assignee under the Presidency 
Town Insolvency Act, 1909 nor a Receiver under the 
Provincial Insolvency Act, 1907, shall be entitled to or 
have any claim on such share or interest. 

21, A. (1) Noiailhstanding anything In section 153 
of the U. P. Zamindary Abolition and Land Reforms 
Act, 1950 the interest of a Sirdar in his holding may 
on the application of the society concerned, be sold 
in execution of any decree or order for payment of 
money, being money due to such society in respect 
of a debt or demand referred to in clauses (a) to 
(f) of section 19, as though it were land revenue payable 
in respect of the bolduig within the meaning of section 
284 of the said Act. 

(2) The expressions ‘holding' and 'Sirdar' in this Sec* 
tion shall have the meaning assigned to them in the Uttar 
Pradesh Zamindari Abolition and Land Reforms Acts 
1950. 
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Sections 22 to*27. As in Act II of 1912. 

28. The Governor General in Council, by notifica*’ 
lion -in the Gazette of In<lia, may in the case of any- 
registered society or class of registered society remit— 
<a> the income tax payable in respect of the 
profits of the society, or of the dividends or 
other payments received by the members of 
the society on account of profits. 

<b> the stamp duty with which, under any law 
for the time being in force, instruments 
executed by or on behalf of a registered 
society or by an officer or member and relating 
to the business of such society, or any 
class of such Instruments, are respectively 
chargeable. 

<c> any fee payable under the law of registration 
for the time being in force, 

28A. <1> A member of a society may execute an 
agreement, in favour of the society, providing that his 
employer shall be competent to deduct from the salary 
or wages payable to him by the employer such amoun 
as may be specified in the agreement and to pay the 
amount so deducted to the society in satisfaction of any 
debt or other demand owing by the member to the 
society. 

<2> On the execution of such agreement, the 
employer shall, if so required by the society, by a 
requisition in writing and so long a> such debt or demand 
or any part of it remains unpaid make the deduction in 
accordance -with the agreement and pay the amount so 
deducted to the society. 

<3> The provision of ibis section shall also apply 
to all such agreements of the nature referred to in sub-* 
section <1> as were in force on the date of the commen* 
cement of the Co.»operative Societies <United Provinces 
Amendment) Act, 1944 
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Sections 19 to 41. As jn Act 11 oM912. 

42. < 1 > Where the registration ot a society is 
cancelled under section 39 or 40, the Registrar may 
appoint a competent person to be liquidator of the 
society. 

<2> A liquidator appointed under sub^section <1> 
shall have power— 

(3> to institute and defend suits and other legal 
proceedings on behalf of the society by his 
name of office / 

<b) to determine the contribution to be made by 
the members and past members of the society 
respectively to the assets of the society / 

<c> to investigate all claims against the society 
and, subject to the provisions of this Act, to 
decide questions of priority arising between 
claimants / 

<d) to determine by what persons and tn what 
proportions the costs of the liquidation are to 
be borne / and, 

<e> to give such directions in regard to the collcc-* 
tion and distribution of the assets of the 
society as may appear to him to be necessary 
for winding up the affairs of the society. 

<3> Subiect to any rules, a liquidator appointed 
under this section shall, tn so far as such powers are 
necessary for carrying out the purposes of this secuon, 
have power to summon and enforce the attendance of 
witnesses and to compel the production of documents 
by the same means and (so far as may be) in the same 
manner as ts provided in the case of civil court under 
the Code of Civil Procedure, J90S. 

(4) Where an appeal from any order made by a 
liquidator under this section ts provided for by the rules 
It shall lie to the Court of the District Judge. 

(4A) Any sum ordered under this section to be 
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•recovered as a contribution to the assets of the society 
or costs of liquidation may be recovered on a requisition 
being made in this behalf to the Collector by the 
Registrar, Co-operative Societies, in the same manner 
as arrears of land revenue. 

(5) Save as provided in stib^section <4A> orders 
made under this section shall, on application be enfor^ 
cedas follows:— 

<a) when made by a liquidator, by any civil court 
having local (unsdtction m the same manner 
as a decree of such court, 

(b> when made by the Court of the District 
Judge, on appeal m (he same manner as a 
decree of such court made in any suit pending 
therein 

(6) Save in so far as is hereinbefore expressly 
provided, no civil court shale have any lurisdiciion m 
respect of any matter connected with the dissolution of 
a registered society under this Act. 

41-A. Notwithstanding any provision in the Indian Exemption 
Limitation Act, 1908, the period of limitation for the u'^tation*'* 
institution of suits to recover any sum, including interest Act. 
thereon due to a society by a member thereof shall be 
computed from the date on which such member dies or 
ceases to be a member of the society. 

43. As m Act II of 1912. 

44. (1) All sums due from a registered society or Recovery 
from an officer or member or past member of a regis* due'to^Go- 
tered society as such to the Government, including any vernmem. 
costs a^tmrded to the Government under section 37, 

may be recovered in the same manner as arrears of 
land revenue. 

(2> Sums due from a registered society to Govern* 
ment and recoverable under sub^section (!) may be 
recovered, firstly from the prt^erty of the society / 
secondly, in the case of a society of which the liability 
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of the members is IttnitecI, from the members subject te* 
the limit of their liability, and thirdJ>^, in the case of 
other societies from the members. 

44'A. Where as a result of an audit under section 
17, or an inquiry under section 35, or an inspection 
under section 36, or the winding up of a society under 
section 42, It appears to the Registrar that any person, 
who has taken part tn the organisation or management 
of the society or any past or present officers of the 
society, has —> 

(a) made any payment which is contrary to taw 
or by-laws of the society or instructions of 

any authority empowered by the Act to issue 
the instruction, or 

(b) by reason of his culpable negligence or mfs' 
conduct, involved the society in any loss or 
deficiency, or 

(e) faded to bpng into account any sum which 
ought to have been ciedued in the account of 
the society, or 

<d) misapplied, misappropriated or fraudulently 
retained any funds or property of the society 
or has otherwise become liable or accountable 
therefor, or 

(e) IS guilty of misfeasance or breach of trust m 
relation to the society, 

the Registrar may notwithstanding that the act is one 
for which the defaulter maybe criminally liable on his 
motion, or on the application of the officer conducting 
the audit or holding the inspection or inquiry or the 
liquidator, inquire into the conduct of such person or 
officer, and, after giving such person or officer an oppor¬ 
tunity of being heard, make an order requiring him to 
contribute such sum to the assets of the society by way 
of compensation in respect of such payment or loss of 
sum, or to restore such property, as the Registrar thinks 
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fit tojeiher -with such sum as the Registrar may fix to 
meet the costs of proceedings under this section . 

Provided that before any order requiring such person 
orofiicerto contribute is passed in respect of a pay* 
raent referred to in clause <a> reasonable lime shall be 
given to such person or officer to recover the amount 
from the payee and to credit it to the funds of the 
society; 

Provided further that no order shall be passed under 
this sub=secfion in respect of any act or omission men* 
tioned in clauses (a) to (e> except within five years of 
the date on which such act or omission occurred, 

<2) An appeal shall lie from the order of the Regis¬ 
trar under sub-section (1) to the State Government on 
application made by the persons or officer against 
whom such order was passed withm three months from 
the date of the communication to him of such order. 
The order of the Stare Government on appeal, and 
subject to the result of such appeal, if any, the order of 
the Registrar shall be final* 
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APPENDIX VII 

THE MULTI=UNIT CO=OPERATIVE 
SOCIETIES ACT, 1942. 

ACT NO. VI OF 1942. 

MARCH 2. 1942. 

An act to provide for the incorporation, regulation and winding 
up of co-operative societies with objects not confined to one 
province. 

Whereas it Is expedtent to provide for the incorpora¬ 
tion regulation and winding up of Co-operative Socie¬ 
ties with object not confined to one province . 

It is hereby enacted as follows . 

!• (1) This Act may be called the Multi-unit Co¬ 
operative Societies Act, 1942. 

(2] It extends to the whole of British India- 

(3) It applies to all Co-operative Societies with 
objects not confined to one province incorporated before 
the commencement of this Act under the Co-operative 
Societies Acr, 1912(11 of 1912), or under any Act relat¬ 
ing to Co-operative Societies in force in any province, 
and to all Co-operative Societies with objects not 
confined to one province to be incorporated after the 
commencement of this Act. 

2. (1) A Co-operative Society to which this Act 
applies which has been registered m any piovince under 
the law relating to co-operative societies m force in that 
province shall be deemed in any other province to which 
Its objects extend to be duly registered in that other 
province under the law there tn force relating to Co¬ 
operative Societies but shall save as provided in sub¬ 
sections (2) and (3), be subject for all the purposes of 
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registration, control and dissolution to the law relating 
to co-operative societies in force for the time being in 
the province in which it is actually registered. 

(2) Where any such co-operative society has 
established before the commencement of this Act or 
established after the commencement of this Act a 
branch or place of business in a province other than 
that in which it is actually registered, it shall, within six 
months from the commencement of this Act or the date 
•of establishment of the branch or place of business, as 
the case may be, furnish the Registrar of Co^'Operative 
Societies of the Province m which such branch or place 
■of business is situated a copy of its registered by-laws, 
aaid shall at any time It is required to do so by the said 
Registrar submit any returns and supply any Informa¬ 
tion which the said Registrar might require to be sub¬ 
mitted or supplied to him by a Co-operative Society 
actually registered in that Province. 

(3) The Registrar, Co-operative Societies of the 
Province in which a branch or place of business such 
as is referred to in sub-section (2) is situated may excr- 
-clse in respect of that branch or place of business any 
powers of audit and of mspeciion which he might exer^ 
else in respect of a Co-operative Society actually 
registered in the Piovmce. 

3.(1} A Society which might, if its objects were 
confined to one province, be registered as a co-operative 
society m any province under the law relating to co¬ 
operative societies in force in that province shall not¬ 
withstanding that Its objects are not confined to the 
province in which its principal pWe of business is to be 
-situated, be deemed foi the purposes of registration as 
■a co-operative society to be situated wholly in that 
province, and may be legistered by the Registrar of 
Co-operative Societies of that province in accordance 
with the law relating to co-operative societies for the 
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time being in force in that province, and if so registered 
shall be deemed in any other province to which Its 
objects extend to be duly registered in that other 
province under the law there in force relating to co¬ 
operative societies but shall save as provided in sub» 
section (2) and (4), be subject for all the purposes of 
registration, control and dissolution to the law relating 
to co=operaiive societies in force for the time being in 
the province in which it is actually registered in that 
province. 

(2) Where any such co-operative society establishes- 
branch or place of business in a province other than in 
which It IS actually registered, it shall within six months 
from the date of establishment of the branch or place of 
business furnish to the Registrar of Co-operative 
Societies of the province in which such branch or place 
of business IS Situated a copy of its registered by-laws 
and shall at any time u is required to do so by the said 
Registrar submit any return and supply any informa' 
tion which the said Registrar might require to be- 
submitted or supplied to him by a co-operative society 
actually registered m that province. 

(3) The Registrar of Co-operative Societies of the 
Province in which a branch or place of business such 
as IS referred to in sub-section (2) is situated may 
exercise in respect of that branch or place of business 
any powers of audit and of inspection which he might 
exercise in respect of a co-operative society actually 
registered in that province. 

4 (1) The Central Government may, if it thinks fit 

appoint a Central Registrar of Co-operative Societies- 

(2) The Central Registrar of Co-operative 
Societies, if appointed shall exercise in respect of any 
co-operative society to which this Act applies, to the 
exclusion of Provincial Registrars, the powers and 
functions exerasable by the Registrar of Co-operative 
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Societies of the Province in which such society is 
actually registered- 

5. If any co-operative society fails to furnish the Penalty for 
information which it is required to furnish by or under fSrmsb in- 
sub*seciion (2) of section 2 or sub»section (2) of section 

3 or to submit any return required to be submitted under under this 
either of those sub-sections, the society, and any officer 
or member of the society responsible for the failure shall 
each be liable to fine which may extend to fifty rupees, 
and the registration of the society may, at the discretion 
of the Registrar of Co-operative Societies of the 
province in which the society is actually registered, be 
cancelled- 

6. The Central Government may, by notification Power ot 

in the Official Gazette, make rules for carrying into Q^vern^. 
■effect the provision of this Act. mem to 

make rules. 
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tien^ 20. 24. 35-38, 41, 44, 45, 50 
„ bylaws 135, 136. 

„ rules 249 

Amount of loan 327 
Appeal 232. 240 

„ against refusal to register 374 

■’ from award 312 

” order of dissolution 2ii, 232. 372, 37<i 
” ” oi liquidator 240 

” ' ” orders of Registrar 372 

AppiKsticfi for regtstr^Cioa ISO, 2SS 
Arbitrator or arbitration, 299-318 
” costs of 310 
Area for membership 125 
Ascertainment of debts of members 367 
Attachment, exemption from log, 169 
Audit 152-160 294 

” fees for, 295 

Award, defined 300, 3ot (See Arbitrator) 

” how enforced 313 

” setting aside 317 

” stamp on. 1%S 189 

" where remitted 316 

Balance sheet 296, 297 

.. SIX monthly publication, 152 

Bankers’ Books Evidence Act 179, '80 



•688 


THE LAW AND FRINapUS OF CO-OPERATION 


Body, corporate 160 
Bonus, defined, 168 
” published 213 

Books of a society 178-180. 292, 293 
Burma Act of 1956 
By-laws JOl—102, 130—132, 257—261 
” amendment of 135- 136,. 260-262 
” defined 100-101 
Cancellation of registration 231. 232 

. ” effects 234, 235 

” ” ” ” liquidator's action on, 374-176 

Capital explained 123, 168 

" from reserve fund 271, 272 
” interest on (See iineresl) 216-217, 367*370 
Capitalism and co operation. 2r<*27, 30-34 
Central Bank 112-113 
Certificate of amendment 135--137 
" registration 135, 255 

Charge for audit 155'156 
Charge upon share or inteiest 166*168 
Charitable Endowments Act 221 
" purpose 221 

Collector defined 154 
” may inspect 152 

direct inquiry 224 
Combination of objects 33 
Committee of 1900, 5. 

„ .. 1901, 6 

" management 79, 282-28S 

” ’’ defined lOO 

" ' disqualification for, 286 287 

’ ’• duties rf 284. 285 

„ election of 72. 284 

„ powers of 285 

• removal from 284 

Committee on co-operation J, 9, 10. 67-69 
Common good fund 338 
Compulsion in co-operatioo 23 
Compulsory by laws 256-258 
Conditions of registration 125 
Consequences of default 262 
Contribution 239, 242-244, 373 4 

, to charitable purpose 221, 222 
Co-operation, definition of 14-16, 19 
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Co-operalioD difference from capitalism. 27 
„ principles of, IS, lo, 27 

„ wliat It IS 14*16 

Co-operative PJacnuig Comnutfee 107, lOSn, 156 d 
„ societies Act, history of 

„ spirit 21 

„ use of word prohibited ?84 

Co-partnership 32 
Copies 16, 298 
Corporate body 160 
Cost of inquiry 230 

„ „ mspecliOD at the instance of a creditor 229-30 
, „ liquidation 3^3 

„ „ things done under Court’s order 298. 

Credit society, conditions of, 66-85 

Creditor, nght of, to apply for inspection 227-228 

Debts, ascertainment of, 267. 

„ full disclosure of, 266 
Deceased member, 169-173 

>. „ value of interest of, 32<> 

Uehnitions and explanations — 

„ agriculturist. 129. 

„ amendment 135 

„ arbitracioa 300 

„ audit 152 

.. award 300 

, balance sheet 296 

banking facilities, 338 
„ bonus 168 

, by-laws lOI 

capital 168 

. certified copy, 29S 

,. charitable purpose 221 

„ collector 1S4 

„ committee 100 

,. contribution 243 

„ co-operafion, 14-16 

debenture 18I-n 
fTeiTnitions and expfanations — 

, deposit 202 

„ dispute 305. 

„ financial facilities, 238 

„ funds 209 

immovable ptoperlj 195 
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Definitions and explanations — 

„ interest 168 

„ invest 209. 

Definition of joint-siock company. H3. 

„ Limited, 109. 

„ Loan 202 

„ local govenuneot 104 

„ member 100 

, moveable property 195 

„ officer 101 

„ past member 176 

„ person 103. 

u teer^terea society IQl 

, . registrar 101. 

renewal 345 
reserve, general 353 
,• » speafie 354 

„ rules, 101 

„ share 269 

short term loan 338. 

M sign 131. 

Delegation of powers 379. 

Deposits 271 

accounts, conhdenttal 272 
n distineutshed from loan 202 

„ from non-tnetnbers 201-203 

Disputes 302 

Disqualifications of members of committee 286. 287 
Dissolution of <ocieiy 231 
Distribution of profits. 213-16, 

Dividend 367 
Division of funds 213 16 
Duties of members of conimittce 288 
.. .. registered socKttes 150 

Economic interests 109 
Education and co-operation. 222 
Eighteen years 125 
Election of committee 284 

„ „ members (See Memberl 

Evidence Act 133 

„ before arbrtrators 100 

„ of entries in books. 179 81 29R 

„ membership 178-9 

„ registration 134 
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Exemption from attachment i6S. 

„ Companies Act, 38i 

„ Income Tax, I8 j 

„ Registration i83 

„ stamp duty, Ih-J 

Expulsion of members 3_l 
Famine Commission Report of 5 
Fii'e Tear Plan Second 402-420 
Fneodly Societies Act 9 
Puli disclosure of debts, 267 
Pumls, division of 213 

” investment of 209 
General meetings (Sec meetings) 

Government Savings Bank, 210*11 
Incomeux, exemption from, 183 
Indian Registration Act, 181*84 

.. Trusts Act on mvesiment 211 
Industrial and Provident Societies Act 9 
Inquiry by registrar 224 
Inquiry by registrar. cosU ot 227 
.. prior to registration 155. 

Insane members, mtetests of 525 
Inspection of documents 253. 

Rules and by*laws, I SI 
Interest — 

general discussion. 56*66 
„ on capital 216*12 

.. on 'cans 3S2 

Investment of funds. 209 

Joint stock Company, deftned 113 

/. prohibrteo from membership, 268 

Legal Practitioners jo arbitration 308 
I lability I’’ 5j 

, and shares, 24a 
limited, 116 
maximum 276 

Liability of deceased member 17"* 

>, members 116 

« past members 174. 
t. uDlimiled 118 
Limit to number of members 362. 

Limited expla ned, 116 

„ at end of name, 125 
Limited means, persons of 98 
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Liquidalor, powers of, 239 
„ a public servant, 246 
„ remuneratJon pnar tc all c«‘sns, J79 
Loan, 192-205, 326-42 
„ amount of, 327 
interest on 352 
max'muBj 329,. 
order of preference 326 
„ period for, 336 

, punctuality ai repayment 343 

„ purpose of 330. 

„ renewal of 345 

„ security for 346. 

» supervision over expendnure “’5 76 
.. to it'ctnbera of eommitiec 326- 
Loans on trust 351 


Local GovernittcRi, defined, 104 
.. and appeals, 232 

. distribution of profits, 213 

may exempt front conditions as to registration provisions 
of this Act, 382 
>■ » make rules 249 

f> » vary liability 109 

« .. prohibit tnorifa^ security 19J 

" prohibit transactions wish non membeTS 205 
.. sanction use ot "Co-operative” in name 384 


Marketing 416 
Maximum dividend 367 
.< liability 276 
„ loan t29 
, number of shares 254 
Meetings 279—282. 

Member, age of J25 

” adherence to rules, 265 


Member, admission or election of, 267 

” ascertainment of debts 267 

” can borrow from money lenders. 268 
” debts of, full disdosuie 267 

" deceased, interest of 169 

’■ ” liability of, 177 

” definition of. 100 

” deposits of, 272 

" disqualifications of, 265, 286 

” expulsion of, 321 
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Member, insane 264 

” liability of (See Liability) 

’’ limit to number of 362 

’ of committee (See Committee oi M, oagemsnt) 
" past (See Past Member/ 

” qualifications of, 12S 

” register of, 178 

’ lemoval ot, 31i> 

” residence of, 109—ll 

„ restriction of benefits lo, 112-14, 205-9. 

” restnctton on mteiest of, 121—24 

' tights and liabilities of, 138-150 

” vote of, 141 

” withdrawal of, 319 

„ women 268-n, 

Minors, 264 

Money-lenders, resort to, by members 268 
Mortgage security I9J 
Moveable property as security. 193 
Name of society 2S9 

.. M ‘limited’ at end of 124 
Nicolson, Sn F., 4 
Nominee (or nomiaatioa) 171—1 
Noc-agncu)tural societies 117 
Non-members as securities, 349 
Non-members, dealings with, 192. 202. 205-209 
” ^^ax^num liability from 202 -4 

” rights of, 209 

Oaths Act, 309 

” taken by inspecting officers, 225 
Object of loan (See Purpose! 

" reserve fund, 359 

„ societies 35 

“Past members” defined, 176 
’* liability of 174-7 

Pawnbroking 195 
Payment on withdrawal, ?21 
Periods fot loans 336 
Penonal sureties, 349 
Person claiming through a member 306 
Person, defined, 103 

” of limited mean’s, 97 
Pioneers, Rochdale, 9, 19, 86 
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Powers of Coramitiee 285 

„ „ Local Govcrcun^ (see Local Government) 

Principles of Co-opeijtion. 18—^21 
Pner claim I52 
Privileges 160—190 
Produeuve purpose 330 
Piofils, dislnbutiOD of, 213*16. 366 b8 
Promotion of thrill, 94 
Proxies, 144 

Proxies exempt Irom stamp duty, 145 
Public Demands Recovery Act, 24? 

Publication ot balance sheet, 296 
Punctuality in repayment 343 
Quulitications ol sureties 349 
Quorum at a meeting, 280 

" adjournment lor want of 281 
Raiffeisen principles 85 
Kate ot interest 352 
Recovery of costs 231 

„ sums due to Government 380*81 

Registered Society, dehniiion ol 101 
■ dunes of, 13()—160 

priviKges ol, I60--I92 
' pioperty ot, 193—223 

Register of memhers. |78 
Registrar, appomimcnt ol, lOI 
dchmd, lOl 
. discretion of 105 

„ duties ol 105. 133 38 

’ power of to deade «tueslior»s 129 
' ’ to inquire. 224 

' qudlificatton of, 107. lOS 

Registration Act 181-4 

' applieatron for 130 

’ eaneetlalion of ceniticaie of 133 

" condiiions of 125 

" discretion as to 129 

" effects of 131 

■' evidence of 114 

" inquiry pnor to. 255 

necessity for tl4 
" societies eligible for lO” 

Removal of members, of the committee 287-88 
Renewal of loans 345 



INDKX 


695 


Reserve funo 271-2, 353 362 

’• ” disposal ot, 353*360 

” employment of, 359 
” ” general, explained, 353 

” ” object of, 362 

” ” specific, 353 

Reserve Bank of India, 404 
R«ide, 127 

Restrictions on borrowing 202 
’ ” interest, J22 

’ ’’ loans 192 

” fnembership 362 

” ” ttansfer ot share or interest 147 

■* ” transactions with nontnembers. 205 

Returns 297 

Revocation of nomination 324—6 
Rights of members 138*50 
Rochdale Pioneers, 9, i9, 86 
Rules 179 

” publication of, 380 
Rural Credit Survey, All India 79n. 96n, 417-19 
Savings Bank 95 
Security for loans, 346 

„ „ immoveable property as, 193 

” ” members' share should never be 196 

.. „ moveable property as, 193. 197 

Self-help 97 
Set-oS 166 

Shares and liability, 122 
„ voting power, 141 

” charge on, 166 

Shares exemption from attachment, 1'.7 
" general discussion of 269 

” holders, rules as to, 263 

„ maximum holding, 25^ 

” transfer of, 147 

” value of 173 

“Sign" defined, 130 
Socialism and Co-operation, 30 
Societies which may be registered 4 
consumers’ 45 
” co-operative 14—^28 

” farming 46, 410 

" general 46 
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Societies housing 46 

” non-agncultural producers’ 45 
” resource, 45 
Stamp duty 188 

” ” proxies exempted, 144-46 

State Partnership 416-18 
Summary powers ot recovery 246-4S 
Supervision of expenditure of loans, 75— 76 
Sureties 76 8 

■’ non members as 349 

” qualifications of 346—8 

" sanction to renewals necessary, 345 
Takkavi system 3 
Thritt 94 

Trade Unions 30-34 
Transfer of share or interest 169 
„ „ fund 148 

Transactions with non members 192, 202, 205 01^ 

'■ Local Ooverntnenl can only limit 'Du'i tnfiw ‘to Awy 
’■ out. Ill 
Trusts Act (Indian) 209 
Unions, 112 

Unlimited ifability (See Liabihtj) 47, 118 
" consequences ol 49—52 

" how limited m practice, t)9-2) 

Unregistered society, 114 
Usury Laws 58-60 

Value of deceased members' interest 324 
" a share 169-70 
Vote, 13 

Ware housing Corporation 409 
Winding-up 238 
Withdrawal, 319 

’■ payment on, 321 
Women, 268 



